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CLEVELANDS 


PROVED ONgTHOUSANDS OF TRENCHING JOBS... 
_____ LONG AND SHORT... 
=> ~ © \ TOUGH AND NORMAL 





PAY OFF EVERY TIME—BECAUSE OF THEIR MANY 
EXCLUSIVE PIONEERED FEATURES THAT ASSURE 
¢ SPEED « MOBILITY © FLEXIBILITY AND DEPENDABILITY 


Some of the many special pioneered features that have contributed 
to unsurpassed performance records in all sorts of soil and over all 
kinds of terrain are:—compact full crawler mounted wheel type de- 
sign—elimination of all excess weight—transmission controlled 
speed changes and speed combinations —equalized drive to the 
| digging wheel through enclosed differential—ease of operation 
through simplified, easy lever control and full operator vision — unit 
type construction minimizing repair time—trailer mobility. 





THE CLEVELAND TRENCHER CO. 


20100 ST. CLAIR AVENUE * CLEVELAND 17, OHIO 
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BARBER Conversion Burners 
Employ the Best Combustion 
Principle Ever Devised 


Why use a gas flame to heat a refractory, to heat in turn a fire- 
pot—when you can heat the fire-pot DIRECT with a Barber Con- 
version Burner? Why use a crude “spreader™ principle to divert 
the flame? Barber's controlled flame action scores a direct hit 
on the combustion chamber the first time, without any intermedi- 
ate elements, and the flame thoroughly “scrubs” all heating sur- 
faces. Barber patented air-activated jets produce the hottest flame (1900°) on 
natural atmospheric pressure. That means top efficiency—the most from the equip- 
ment, the most from the fuel—and the closest approach to the efficiency of a new 
furnace designed exclusively for gas. 











Barber Conversion units, round or square, are made for all types of furnaces, 
also steam or hot water boilers, in a wide range of sizes, and are further ad- 
justable during installation so that they correctly fit the existing equipment. 
When the owner already 
has automatic controls, 
these are usually adaptable 
to a Barber installation. 
Get the conversion burner 
that's custom-built to suit 
the job—a genuine Barber. No. 324-B Barber Burner 





@ We are gas burner specialists, 
and offer you our engineering and 
plant facilities for the develop- 
ment and manufacture of burner 
units for your specific purposes. 
Write for Catalog illustrating and 
listing many types of Burners 
for Appliances, Gas Conversion 
Burners for Furnaces and Boilers, 
Regulators, etc. 





Barber Burner 


THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 


BARBER BURNERS 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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4 extent to which the public can 

be educated on technical matters is a 
question which has long challenged the 
best thought of educators, public rela- 
tions experts, advertisers, and others 
who deal with public knowledge and sen- 
timent. There are some experts who 
claim that no field of inquiry is absolute- 
ly foreclosed to some general knowledge 
at the average citizen’s level. The sky is 
literally the limit. 


SOME years ago a professor even at- 
tempted to popularize Ejinstein’s theory 
of relativity in a book designed more or 
less for mass readership. Just how well 
this heroic enterprise succeeded is an 
open question, in view of the mystery 
which still surrounds this subject in the 
mind of the Man on the Street. But it is 
a fact, as many public relations experts 
have proved, the average citizen can be 
made to understand a good deal more 
than he is given credit for, in some of 





f{_ERBERT T. 
JUNE 19, 1947 


FERGUSON 





COLLINS 


JAMES H., 


the more pessimistic quarters. Public 
utility companies are faced with the 
challenge of keeping their customers, em- 
ployees, and others informed, if not 
sympathetic, with respect to some prob- 
lems of management. They have wrestled 
with this task time and again and will 
doubtless do so often in the future. 


Tue CIO Political Action Committee 
has made several noteworthy efforts to 
explain to union members the political 
facts of life (from the CIO viewpoint). 
Certainly this is just as difficult to do as 
explaining the business facts of life. 
Perhaps not many businessmen saw very 
many of the pamphlets which the CIO- 
PAC sent out during the election cam- 
paigns, but millions of them were mailed 
to union members and their families. 
They were easy to read and entertaining 
to look at, and were effective enough to 
suggest that the unions had found a way 
to talk with their members and get over 
their side of the story. 
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Here’s a picture of a “Job-Rated”’ 
truck . . . a truck that fits its job. 


Take a good look at it! 


This truck has exactly the right one 
of 7 Dodge ‘“Job-Rated’’ engines to 
provide the pulling power the owner 
needs, with the economy he wants. 


It has exactly the right one of 5 Dodge 
**Job-Rated”’ clutches, 4 transmissions, 
18 rear axles . . . the right units 
throughout . . . for “‘top’”’ performance 
with the loads it carries, over the 


roads it travels. It is completely ‘‘-Job- 
Rated” to fit its job . . . to last longer, 
and for dependable, money-saving 
operation. 


You, too, can buy a truck that will 
fit your job . . . giving you better per- 
formance at lower cost. 


To get such a truck, see your Dodge 
dealer. He will analyze your needs. 
He will recommend the right truck. 
He will serve you well . .. including 
dependable truck service whenever 
you need it. . . . See or call him today. 





arise PET 


ONLY DODGE BUILDS Wot Kakd ‘TRUCKS 


Fit the Job...Last Longer ! 
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VEN the atom and the baffling subject 
EK of nuclear physics can be popular- 
ized. Chairman David E. Lilienthal of 
the U. S. Atomic Energy Commission 
surprised some newspapermen not long 
ago when he denied that “facts and 
knowledge about the forces in the nucleus 
of the atom and the human implications 
of that discovery are matters beyond the 
understanding of the general public of 
the United States, including the children 
in the schools.” Lilienthal thought that 
a nation of sports lovers who can figure 
batting averages out without difficulty 
should not find it too hard to learn all 
they need to know, as citizens, about 
atomic energy. It is largely a matter of 
approach and emphasis, with attractive 
presentation, appealing to the reader’s 
interest. 


Att of which makes us wonder 
whether even the intricacies of public 
utility regulation can ever be sufficiently 
popularized to explode misunderstand- 
ings and fallacies which have been hang- 
ing around just about as long as the guid- 
ing principles of regulation themselves. 


IF the public could once get a general 
idea of what a rate base is or what a fair 
return means, these old ghosts which 
haunt utility public relations might be 
vanquished. But before that happens, it 
will have to become apparent just why 
the public should know these things or 
take any more interest in them than in 
any other group of tiresome business de- 
tails. 


SPEAKING of the rate base, the leading 
article in this issue forthrightly suggests 
the elimination of even the gesture of 
arriving at a rate base. It is a rather 
original legal concept, authoritatively 
presented by Herpert T. FERGUSON, 
who has been chief counsel for the Wis- 
consin Public Service Commission since 
September, 1944. Born in 1876, Mr. 
FERGUSON graduated from the Univer- 
sity of Wisconsin (BL, ’97) and Illinois 
College of Law—now DePaul Univer- 
sity—(LLB, ’99). In that year he was 
admitted to the Wisconsin bar and for 
more than three decades engaged in ac- 
tive practice of law in Milwaukee. From 
JUNE 19, 1947 
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OWEN ELY 


1933 to 1944 he served as special counsel 
for the public service commission. 


* * * * 


(. C. DELVAILLE, author of the 
* article entitled “What Does the 
Rate Engineer Do?” (beginning page 
818), is vice president of the California 
Electric Power Company. He has given 
a great deal of attention to the problems 
of rate engineering and rate economics in 
the electric utility field. 


. * * 
AMES H. COLLINs, whose article 
“When a Car Company Needed 


’ 


Friends” begins page 823, is a noted 
writer of business articles now living in 
Hollywood, California, and was for many 
vears editor of Southern California Busi- 
ness, organ of the Los Angeles Chamber 
of Commerce. 


of K * * 


WEN Ey and JouHN J. Hassett, 
O authors of the other two feature 
articles appearing in this issue, are mem- 
bers of the editorial staff of this publica- 
tion. 


THE next number of this magazine 
will be out July 3rd. 


A, Gollan 
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KEY TO A TYPIST’S HEART 


Here’s a new typing feature . . . the smoothest, easiest, quickest 





4-Position, 3-Track Ribbon Control saves you way you've ever known, to turn out letters any boss will be proud 
Money, gives one third more ribbon usage : - . " Fs Sa a 

to sign. Keyboard Margin Control*, we call it. Your fingers never leave the 
keyboard . . . a flick of the keys, and both margins are set —click! Now you 
can have margin setting where it really belongs . . . on the keyboard. It steps 
up performance, steps down fatigue. You'll find it only on the Remington 


KMC*-— the latest of many reasons why more Remingtons have been bought 





Key Trip instantly releases mis-stroked than any other typewriter. See it today! There’s nothing else like it in typing! 
keys that jam—no more smudged fingers : 





Only the Remington KMC 


Finger-Fittes Money-Seving 
we hile Le hanna gives you all 8 at no extra cost 
= eo 


coal 





























THE FIRST NAME IN TYPEWRITERS 
Makers alsa of world-renowned Remington Rand Portable Typewriters 





Longer Writing Line often eliminates the *KMC and Keyboard Margin Control, T. M. 
need for an extra, wider carriage machine © 1947 by Remington Rand Inc. 
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INTERNATIONAL 
Crawler Speeds 
Pole Frame Assembly 








TD-9 reduces labor requirements 
for field job 


Erection of high voltage power lines near 
Shelbyville, Illinois, is accomplished 
with International TD-9 Diesel Crawlers 
and 10-man crews. Previously this work 
required 120 men. Now three tractors 
and 30 men do the job speedily and at 
lowered cost. 

Two crews assemble pole frames along 
the power line route. A third crew digs 
the post holes and erects the assembled 
frames. Through the use of Interna- time, trouble and money. Consult the Inter- 
tional TD-9’s the work is eased to the _ national Industrial Power Distributor near you 
point where no man in any crew has to _ for aid in selecting the power and equipment 
lift more than 50 pounds. The tractor that will improve the efficiency of your con- 
with its home made “A” frame hoist struction and maintenance crews. 
does all the heavy work. 

There are many such applications in 
which International Diesel Crawlers, INTERNATIONAL HARVESTER COMPANY 
Wheel Tractors and Power Units save 180 North Michigan Avenue + Chicago |, Illinois 





Industrial Power Division 


INTERNATIONAL [...) Industrial Power 
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Company. 
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President, American Federation 
of Labor. 


Witiiam L, Batt 
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Editor, The Journal of 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MoNTAIGNE 





“An ounce of production will weigh more in the price 
scales than a pound of words.” 


aa 


“Tt was industry-wide bargaining which smoothed the 
way for Socialism in Great Britain.” 


* 


“Our trouble is not that we have governed too much, 
but that in some ways we have not governed enough.” 


* 

“Selfish forces have seized upon this time of confusion 
to increase their power and wealth at the expense of the 
laborer.” 

* 

“There is no system of legerdemain known to man 
which will permit a continual increase in the cost of pro- 
duction of a commodity and a fixed never-raising price.” 


> 


“Organized labor brought its ‘Magna Carta’ into dis- 
repute by converting privileges under the law into weapons 
of oppression. Management must guard against a simi- 
lar mistake.” 

* 

“If employees of a public utility are denied wage in- 
creases to enable them to keep up with social progress, 
shall the government deny them the right to strike be- 


cause of public welfare ? 


“Tremendously important decisions will be made in 
Washington in the days ahead. They will either be made 
in an atmosphere of ignorance or information, A fully 
informed background can come only from those who are 
equipped to supply it.” 


* 


“A continuous expansion of the public debt threatens 
the integrity of the banking system and of the national 
credit, particularly if heavy borrowing because of major 
depressions or wars must be superimposed upon deficit 
financing made necessary by the planned economy.” 


12 

















June 19, 1947 Public Utilities Fortnightly 13 

















An Important New Book! 


“ANATOMY of DEPRECIATION” 


® A discussion of utility accounting 
methods in effect from time to time, or 
proposed by regulatory or utility repre- 
sentatives, with particular reference to 
recent controversies. 





by 
LUTHER R. NASH, S.B., S.M. 


Author of "The Economics of Public Utilities," "Public 
Utility Rate Structures," and numerous monographs 
and articles. For more than forty years, the author has 
been occupied with utility matters as engineer, man- 
ager, supervisor and consultant. 
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COVERING THESE IMPORTANT TOPICS 
@ Early Accounting History 





Retirement Accounting 


Straight-Line Methods 


e 
oe 
@ Service Lives 
@ Interest Methods 
@ 


Reserve-Size Methods 


Treatment of Reserves 





@ Relative Advantage of Available Methods 








PUBLIC UTILITIES REPORTS, INC. 


—Publishers— 
Munsey Building Washington 4, D. C. 
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W. AvereLL HARRIMAN 
Secretary of Commerce 


James D. Mooney 
President, Weéillys-Overland 
Votors. 


EpiTorRiAL STATEMENT 
The Wall Street Journal. 


RosweEL_t MAGILL 
Former Under Secretary of the 


Treasury. 


BerNArD M. Barucu 


Financter. 


BERNARD L. OSER 


Food Research Laboratories, Inc. 


Murray SHIELDS 
Vu c president, Bank o} the 


Vanhattan Compan) 


Excerpt from “New England 
Letter,” published by The First 
National Bank of Boston 


EpirortAL STATEMENT 
The (New York) Sun. 
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“The first requirement in meeting our responsibilities 
to the world is to meet our responsibilities to ourselves. 
In other words, our primary task is to maintain the pro- 


ductivity and health of our own economy.” 


* 

; we engineers must concern ourselves more with 
human problems. We have solved most of the technolog- 
ical ones, but we have been lax about adapting our solu- 
tions to economic and social and political realities.” 


* 


“It would appear that concealment of the actual cost of 
cheap money borrowing is becoming steadily more diffi- 
cult. Thrift savers are becoming more and more aware 
of the decreasing rewards their prudence gains them.” 


* 

“Let the corporation pay its tax, and the individual, 
his; but give the individual a credit for the tax that the 
corporation has paid on any dividends that he receives. 
Thus dividends will be fully taxed, but taxed once, not 
twice.” 

5 

“The more we produce, the less will be the cost of liv- 
ing; the more things we can buy; the easier will be the 
building up of our reserves—physical, financial, and 
spiritual, too, for we shall be free of worry, the absence 


of which is a sense of security.” 


“The whole concept of community responsibility, in 
fact the entire free enterprise system, is disturbed when 
the tax-favored educational institution or foundation 
devotes what are essentially public facilities and re- 
sources to the services of an individual firm.” 


+ 


“With so many new industries and new markets for old 
goods as a result of the lower costs of production, we 
have many years of intensive economic development 
ahead, and our new scientific frontier pales into relative 
insignificance the geographical frontier of the past.” 


* 


“In planning for the future it should be realized that 
there is no easy way out of the problems that confront 
us, nor are there any short cuts we can take. We must 
realistically come to grips with the problems and concen- 
trate on effective measures—which means Work, Work, 
Work.” 

* 


“We should combat the fallacy that a big debt is an 
‘asset,’ and also should remember that it is costing us 
far more than yearly interest payments, We are paying 
for low interest rates by taking reduced interest on our 
savings, by paying higher premiums on our insurance, 
and by running great risks of credit inflation.” 
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WHATEVER THE STORAGE BATTERY TASK YOU 
CAN ALWAYS COUNT ON EXIDE CHLORIDES 


Ever since storage batteries were first em- 
ployed in Central Station service, Exide 
Chloride Batteries have continued to merit 
their reputation for dependable perform- 
ance, long-life and economy. They have 
the capacity needed to deliver adequate 
power for operating switch gear, control 
bus and many other storage battery tasks 
including emergency lighting. 


Exide Batteries have earned the confidence 
of engineers everywhere, and their wide- 
spread use is proof of their depend- 


ability, long-life and ease of maintenance. 


Whatever your storage battery problems 
may be, Exide engineers will be glad to 
help you solve them. 


Exide 


CHLORIDE 
BATTERIES 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 


Exide Batteries of Canada, Limited, Toronto 


a 
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OFF THE PRESS! — PROCEEDINGS OF THE 1946 
CONVENTION 


OF THE 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 








Tuis important volume is printed in a limited 
edition. It contains valuable discussions and re- 
ports on the following provocative and timely 
subjects: 

















I 

P 

Rate Making and Regulation of Public Utilities — Valuation — Depreciation — Tele- h 
phone Regulatory Problems (including Mobile Telephone Service, Rural Telephone e 
Needs, Telephone Rate Structure) — Accounting — The Telegraph Problem — Air " 
Commerce — Gas and Oil Production — Transportation : 
These and others 88.00 ; 


COMMITTEE REPORTS SEPARATELY PRINTED AND OTHER PUBLICATIONS OF THE 
NATIONAL ASSOCIATION OF RAILROAD AND UTILITIES COMMISSIONERS 


Depreciation: 

(1946) Methods of Pricing Retirements from Group Property Accounts .................--. $1.25 

1944 Report of the Committee on Depreciation (Supplement to 1943 report) ................ 1.25 

1943 Report of the Committee on Depreciation (277 pages) ................---2eeeee eee 3.50 
Valuation: 

ee Oy i Oe NNN OU WINN oii ccd o cic dnc ces ceeveecnacitcnsevetanwontaden 1.25 

Comments on 1946 Valuation report by Advisory Counsel John E. Benton .................-+- 75 
Rates of Public Utilities, Committee Report on.... (44 aan wired mean 50 
Mobile Telephone Service: 

ee ok sec nine ecene ss sub baan madab nocubesa eked menus 1.00 

en ere rn errs heer ore ere 50 
Interpretations of Uniform System of Accounts for Electric Utilities..... a he anes tea 1.50 
Interpretations of Uniform Sysem of Accounts for Gas Utilities..................... 1.50 
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Are Weight Transfer Stresses 


THE PROBLEM: 


Joke kobeker-sabeke mm Golll ame bh odbeke mncn a-b0-300 M4 





THE SOLUTION: 








If the full safety factor is to be maintained in 
piping, then any weight transfer stresses caused 
by vertical movement of piping due to expansion 
or contraction, load change, surge or vibration 
must be eliminated, Diagram illustrates this 
problem—if pipe hangers “H” do not support 
full weight of the piping “P” in both cold posi- 
tion “1” and hot position “2”, then dangerous 
stresses may result at connections “C”, 





Provide constant support to the piping through- 
out the entire range of vertical movement with 
Grinnell Constant-Support Hangers—the only 
constant support hangers. A lever, turning on the 
main pivot, balances the weight of a vertically 
shifting load because the change in moment arm 
with lever rotation is such that the product of 
the moment arm and the spring force is always 
constant and equal to the weight of the piping. 











Main steam line at Hell Gate Station of Con- 
solidated Edison Company is provided con- 


stant support by Grinnell Constant-Support 
Hangers. 








GRINNELL CONSTANT-SUPPORT HANGERS — 
the ONLY Constant-Support Hangers 
FEATURES: 

@ Constant support of 
Piping in all “Hot” 
and “Cold” positions. 

@ Full safety factor of 

the supported system 

is always maintained. 

Non-resonant, energy 

absorbing. 

Mass-produced from 

standard precision 

parts. 

Individually calibrated 





@ Three models meet en- 
for each installation. tire range of load- 


travel specifications. 


Load-adjustment fea- ae 
tures incorporated into @ Minimum headroom 
the design. required. 

Write for data book containing complete details. 
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MERCOID 
VISAFLAME 


L he most advanced 
Safety Control System 
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domestic ad lad stv la 


// UTrieciS 
Complete information in bulletin NoV-9 
P / 


THE MERCOID CORPORATION: 420] BELMONT AVE., CHICAGO, ILL. 
Manufacturers of dependable automatic controls for a quarter of a century 
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Your customers’ bills 
may point the way! 
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N ANALYSIS of your customers’ most Send for FREE booklet 
recent bills may disclose certain im- 
portant trends... Get the facts about this accurate and economical 


_.. trends that will point the way to you analyses method of your customers’ usage data. 


for planning rate and promotional pro- Write to us today for “The One-Step Method 

aw of Bill Analysis.” You will be glad you did! 
Made regularly 

Many utilities all over the country regu- This Bill Frequency Analyzer automatically classifies 

larly have such analyses made. and adds in 300 registers—in one step! 


But these analyses are not turned out Y 
in utilities’ offices—they are done on the 

special public utilities machines of the 
Recording and Statistical Corporation. 


And for very good reasons: 

Executives of utilities are finding that 
they can get accurate and helpful data in 
one-half the usual time—and at one-half 
the usual cost! 


These tabulations are made on specially 
designed electro-mechanical equipment. 
As many as 200,000 bills can be analyzed 
each day by our trained personnel. 





The cost to you is only a small fraction 
of a cent per item! 


RECORDING AND STATISTICAL CORPORATION 


oa 102 MAIDEN LANE, NEW YORK 5, N. Y. 
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REPORTS 


The national reporting service, 
containing authentic decisions 
of commissions and. courts , 


ail dealing with the problems of 

Annval Subscription utility regulation. Five vol 

Price umes a year—$7.50 each. 
$43.50 Annual Index—$6. 


P. U. R. 


PUBLICATIONS AND SERVICES 


Essential to those interested in the public utility 
industries, their regulation and allied topics. 


PUBLIC UTILITIES 
Fortnightly 


A magazine of current opinion 
and news, conducted as an 
open forum and «containing 
discussions of firing-line prob- 
lems; also summaries, anoly- $15 

ses and explanations of day- Twenty-Six 

to-day developments. Issues @ Year 











P.U.R. 


Cumulative 


DIGEST 


The only complete and avthorita- 

tive encyclopedia of Public Service 

$150 law and Regulation. A _ life-time 
Digest,; kept up-to-date by annual 
supplements. 











P.U.R. EXECUTIVE 
Information 
Service 


A Weekly Letter from the Na- 
tion's Capital, highlighting im- 
portant happenings, trends and 
policies. Reading time: 20 
minutes. 





$12.50 
Quarterly 








FEDERAL UTILITY REGULATION ANNOTATED 
Current Services 


SEC 


A brief and pointed digest of 
the administrative rulings of the 
Securities and Exchange Com- 
mission under the Public Utility 
Holding Company Act. Issued 
twice ecch month. 





FPC 


A brief and pointed digest of 
the administrative rulings of 
the Federt! Power Commission 
under the Federal Power Act 
and the Natural Gas Act. Is- 
sued once each month. 





$36 Annually 








VOL. 1 (SEC) 


A complete annotation of the 
Public Utility Holding Company 
Act, with the Commission's rules 
and regulations, full index and 
periodical upkeep supplements. 





Price: $1 2 


FEDERAL UTILITY REGULATION ANNOTATED 





VOL. 2 (FPC) 


A complete annotation of the 
Federal Power Act and the Na- 
tural Gas Act, with the Com- 
mission's rules and regulations, 
full index and periodical up- 
keep supplements. 





Price: $1 2 








> 
Question Sheets 
Twenty-Six Issues Annually $10 





Ten brief questions on up-to-date 
problems, answered by the commis- 
sions and courts. An easy way fora 
busy man to keep informed on current 
utility regulation. 








Send for our catalogue describing these and other publications 


PUBLIC UTILITIES REPORTS, inc. 


MUNSEY BUILDING 


PUBLISHERS 


WASHINGTON 4, D. C. 
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q Public Utilities Advertising Association ends convention, Detroit, Mich., 1947. 





{ California Independent Telephone Association ends convention, Santa Monica, Cal., 
1947. 





{ Michigan Gas Association will hold meeting, Mackinac island, Mich., July 7, 8, 1947. 





q National Electrical Manufacturers Association begins annual meeting, Hot Springs, Va., 
1947. 





{ American Gas Association, Residential Gas Section, New York-New Jersey Gas Sales 
Conference, begins meeting, Spring Lake, N. J., 1947. 





q National District Heating Association begins meeting, Atlantic City, N. J., 1947. 





4 National Association of Railroad and Utilities Commissioners will hold annual 2) 
convention, Boston, Mass., July 14—17, 1947. 





4 American Society of Civil Engineers will hold meeting, Duluth, Minn., July 16—18, 1947. 





¥ Oregon Independent Telephone Association and Washington Independent Telephone As- 
sociation begin meeting, Hood River, Or., 1947 





§ American Water Works Association will hold annual conference, San Francisco, Cal., 
July 21-25, 1947. 





American Institute of Electric al Engineers, Pacific general meeting, will be held, San 
Diego, Cal., Aug. 26—29, 1947 





¥ American oe a of Mechanical Enginecrs will hold meeting, Salt Lake City, Utah, 
Sept. 1-4, 1947. 











z JULY @ 





4 Michigan Independent Telephone Association will hold annual meeting, Lansing, Mich., 
Sept. 17, 18, 1947. 





q American Water Works Association, Michigan Section, will hold meeting, Bay City, 
Mich., Sept. 18-20, 1947. 
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Courtesy, Ohio Edison Company 


Week-end Tower Replacement 


The base of this new angle-type tower in Barberton, 
Ohio, was erected while the transmission line was 
still in service. Switchover was made dur- 
ing a week end and the Akron-Cleveland 
transmission line was back in serv- 
ice Sunday evening. 
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Why Is a Rate Base? 


Are the regulatory commissions using their full liberty of 
action allowed by the U. S. Supreme Court in the Hope Case? 
Is it not possible to do away with a rate base altogether? 
By HERBERT T. FERGUSON* 
CHIEF COUNSEL, WISCONSIN PUBLIC SERVICE COM MISSION 


or forty years, more or less, the 
PH iercamena basis of the utility 

rate-making process has consisted 
of the determination of a rate base for 
the utility involved. After that, a deter- 
mination of a fair rate of return for 
that utility. Next, fixing the design and 
prescription of rates for the utility’s 
service which would afford to it the fair 
return thus indicated. It is fair to say 
that this 3-step basis of rate making 
was adopted and has been followed by 
regulatory agencies largely because de- 
cisions of the courts were considered to 
have made rate making on that basis a 
necessity. 





*For personal note, see “Pages with the 
Editors.” 


From the time of the decision of the 
Supreme Court of the United States in 
Smyth v. Ames? in 1898, until the de- 
cision of the same court in the case of 
Federal Power Commission v. Natural 
Gas Pipeline Company,® the doctrine 
followed might generally be stated as 
standing on three guiding principles: 
(1) that the regulation and prescrip- 
tion of utility rates were the exercise— 
or at least the legal equivalent of the 
exercise—of the governmental power 
of eminent domain; (2) that rates pre- 
scribed by regulatory authority consti- 
tuted legally the just compensation for 

1 Smyth v. Ames, 169 US 466. 

2 Federal Power Commission v, Natural Gas 


Pipeline Co. of America (1942) 315 US 575, 
42 PUR(NS) 129. 
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the taking of property; and (3) that 
rates which failed to afford a fair re- 
turn on the fair value of the utility’s 
property might be declared invalid upon 
judicial review thereof as being con- 
fiscatory in contravention of the pro- 
tection of the Fourteenth Amendment 
of the United States Constitution. 

During that 40-year period there 
was little, if any, distinction made be- 
tween unreasonable and confiscatory 
rates. 

Generally speaking, rate makers 
made use of a working definition of 
“reasonable rates” as rates which would 
afford a fair return on the fair value of 
the property used and useful in the 
service for which they were prescribed. 
Under that definition the rate base as an 
indispensable foundation for rate mak- 
ing was only logical. But that did not 
make the procedure necessarily satis- 
factory or practical. 

As long ago as 1933 the Washington 
state commission, in one of its de- 
cisions, said : “One of the greatest pres- 
ent-day needs of utility regulation is a 
less burdensome and more expeditious 
method of rate making.” That state- 
ment is as true today as when it was 
made. But under the rule laid down in 
Smyth v. Ames, there was apparently 
nothing which could be done about it. 


Sew purpose of this article is to 
suggest that, owing to more re- 
cent decisions of the Supreme Court 
of the United States, a different, if not 
exactly new, method of utility rate mak- 
ing can now be devised. If adopted, 
the procedure would be less burden- 
some, more expeditious, and more sat- 
isfactory to all concerned. 

The chief ground of the criticism, 
which has been centered upon conven- 


tional rate-making methods, was that 
fair value of property was not the prop- 
er equivalent of a rate base. There 
seemed to be a general idea that, if an 
equivalent of a rate base, other than the 
fair value of the property, were adopted, 
rate-making troubles would be over. 
Some regulatory agencies have, indeed, 
proceeded with their rate-making proc- 
esses upon the basis of something other 
than fair value as the proper equivalent 
of a rate base. Their troubles may be 
somewhat lightened. But it does not 
appear that their troubles are ended. 
Nor does it appear that the most im- 
portant problems involved in rate mak- 
ing are successfully solved by the mere 
adoption, in place of “fair value,” 
of something which is considered as 
the proper conception of equivalent of 
a rate base. 

The reason that mere substitution of 
something besides fair value for a rate 
base is not a complete solution is sim- 
ply because this procedure fails to 
recognize the fundamental reasons why 
rate making upon the basis of fair re- 
turn on fair value was unsuccessful in 
the first place. Only rarely has it been 
both understood and appreciated that 
rate making upon the basis of fair rate 
of return on a rate base was not only 
the application of judicial methods in 
the solution of what is essentially an 
administrative and not a judicial prob- 
lem, but was also an attempt to solve 
that problem by the application of a 
formula, The problem itself is such that 
no single formula, nor even any com- 
bination of formulas, would be ade- 
quate to solve it. Furthermore, the for- 
mula followed was defective. It was 
avowedly composed of two factors, 
each of which was a variable—“fair 
value” and “fair rate of return’—for 
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WHY IS A RATE BASE? 


both present and future. Any substitute 
attempting to fulfill these preordained 
requirements is likely to prove just as 
difficult if not just as unworkable as 
the original concept. 


ob. majority of the U. S. Supreme 
Court said in the much discussed 
Hope Case:* “Fair value is the end 
product of the process of rate making, 
not the starting point as the circuit 
court of appeals held.” This would 
seem to indicate quite clearly that de- 
termination of fair value is not the 
proper commencement of the rate-mak- 
ing process. To this extent, the Hope 
decision would seem to override quite 
definitely the doctrine established in 
Smyth v. Ames and followed for so 
many years down to and including the 
so-called Pipeline Case; namely, that a 
rate base was an indispensable funda- 
mental in the rate-making process. 
But the Hope Case goes even fur- 
ther. It seems to establish quite clearly 
that rate making is an exercise of police 
power of the government in place of 
power of eminent domain. On this 
point, the majority in the Hope Case 
stated: “Rate making is, indeed, but 
one species of price fixing . . . The fix- 
ing of prices, like other applications of 
the police power, may reduce the value 
of the property which is being regu- 
lated, but the fact that the value is re- 





3 Federal Power Commission v. Hope Nat. 
Gas Co, (1944) 320 US 591, 51 PUR(NS) 
193, 199, 


duced does not mean that the regula- 
tion is invalid.’”* 

If this view of the effect of the Hope 
decision (majority opinion) is correct, 
it follows that whether rates prescribed 
by a regulatory commission afford a 
fair return on what might be deemed 
a rate base is no longer a matter of con- 
cern from the standpoint of constitu- 
tional protection. Notice, on this point, 
that the majority brushed aside the 
contention of the company in the Hope 
Case that an item of $17,000,000 had 
been erroneously excluded from the 
rate base. The majority said : “We need 
not stop to inquire whether the failure 
of the commission to add the $17,000,- 
000 of well drilling and other costs to 
the rate base was consistent with the 
prudent investment theory as developed 
and applied in particular cases.” 


‘Te view of the high court’s atti- 
tude is taken with full knowledge 
that the Hope decision has been hailed, 
in different quarters, as giving ap- 
proval of the court to this, that, or the 
other as a substitute for a rate base. 
Without going into details, these claims 





4It is worthy of note that Supreme Court 
Justice Douglas who wrote the majority opin- 
ion in the Hope Case also wrote a concurring 
opinion in the Pipeline Case, which expressly 
urged that rate making for utility is legisla- 
tive price fixing under the police power and, 
therefore, not subject to prohibition or protec- 
tion of the Fourteenth Amendment to the U. S. 
Constitution. The Douglas opinion in the Pipe- 
line Case said that legal principles applicable 
to the exercises of eminent domain “have no 
place in rate regulation.” 


=e 


“As long ago as 1933 the Washington state commission, in 
one of its decisions, said: ‘One of the greatest present-day 
needs of utility regulation is a less burdensome and more ex- 
peditious method of rate making.’ That statement is as true 


today as when it was made.” 
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that the majority of the court simply 
intended to switch from one rate base 
formula to another appear to cancel 
each other out because the contentions 
as to just what kind of a substitute rate 
base is to prevail are still as varied as 
ever, The simplest and plainest conclu- 
sion would seem to be the court’s ma- 
jority, as stated above, merely slipped 
away from the old-line moorings of 
eminent domain which were established 
in Smyth v. Ames. 

If this is so, it would follow that the 
only constitutional limitations upon 
the exercise of the rate-making power 
of government are those which are ap- 
plicable to the police power. But where 
does this leave us? For one thing it 
would seem to leave the state commis- 
sions with more liberty of regulatory 
action. They may still use the rate base 
procedure if they choose, as many do. 
But, on the other hand, if they do not 
choose to do so, it would, at least, ap- 
pear that the authority of the Federal 
Constitution is not going to be invoked 
to nullify reasonable rate-making pro- 
cedure based on the police power con- 
cept. 

“Fair return on fair value,” or fair 
return on anything else which may be 
proposed as the proper equivalent of a 
rate base, had for its essential validity 
and usefulness the fact that it consti- 
tuted a measure or yardstick for deter- 
mining whether confiscation had oc- 
curred through the “taking” of prop- 
erty resulting from any particular rate- 
making process. It has been pointed out 
by eminent authority that utility rates 
can be unreasonable even though they 
are not confiscatory.* Consequently, 





5 Wisconsin Teleph. Co, v. Public Service 
Commission (1939) 232 Wis 371, 31 PUR 
(NS) 351. 


fair return on any rate base loses its 
value as a criterion for either the legal 
validity of or the reasonableness of 
rates if there is no such thing as a con- 
fiscatory rate. 


I’ the prescription of utility rates is 
not an exercise, or even the legal 
equivalent of an exercise, of the power 
of eminent domain, then it is manifest- 
ly impossible for any utility rate to be 
confiscatory. Rates as prescribed may, 
indeed, be so low as to constitute an un- 
reasonable exercise of the police power ; 
but an unreasonable exercise of police 
power is an entirely different thing 
from the confiscation of property.® 
It is true, of course, that, since its 
decision in the Hope Case, the Supreme 
Court of the United States has affirmed 
rate orders which were arrived at by 
the Federal Power Commission upon 
the ostensible basis of fair return on 
something other than fair value as a 
rate base.” But to say that this is the 
substitution of “actual legitimate cost” 
for fair value, in the use of a necessary 
formula of fair rate of return on a 
proper rate base, is to read into those 
decisions what is not there. The court, 
in those decisions, merely said, in ef- 
fect, that any regulatory agency could 
ise a formula such as the Federal 
Power Commission did use in those 
cases, and the result would not be con- 
demned because that method of rate 
making was employed. And the opinion 
in the Colorado Case takes pains to re- 





6 For a discussion as to the fundamental dis- 
tinction between the exercise of the police 
power and the power of eminent domain, see 
18 Am Jur 639 and cases there cited. 

7 Cf. Colorado Interstate Gas Co. v. Federal 
Power Commission (1945) 324 US 581, 58 
PUR(NS) 65; Panhandle Eastern Pipe Line 
Co, v. Federal Power Commission (1945) 324 
US 635, 58 PUR(NS) 100. 
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Formula for Rate Making 


“.. fair rate of return on any kind of a rate base, under any theory of 

valuation, is neither more nor less than a formula, Utility rate naking 

will never be free from the delay and expense, and sometimes the futility, 

which now attends it, unless there is a recognition, both by regulatory 

agencies and by the courts which review their orders, that rate making 
is essentially an administrative and not a judicial process.” 





iterate “the commission was not bound 
to the use of any single formula in de- 
termining rates.” 

All this is not to say or imply, of 
course, that it is illogical or improper 
for a regulatory agency to compare the 
profit which it is estimated a utility 
might enjoy under a proposed rate 
schedule with anything that may now 
be or has heretofore been considered 
as the proper equivalent of a rate base. 
The only point intended to be made 
here, however, is that any such com- 
parison (whether indicated percentage- 
wise or otherwise) is not a matter of 
legal compulsion in rate making. Nor 
must it necessarily control the amount 
of profit which may properly be en- 
joyed under such rates. 
| 
("= a bit further, it might also be 

said that a fair rate of return 
upon anything that may be considered 
as the equivalent of a rate base is just 
as much the “end product of the rate- 


making process” as is the value of the 
property used in the service for which 
the rates are prescribed. As a matter of 
fact, a close examination into the actual 
manner in which utility rates have been 
arrived at (upon the ostensible basis of 
determining a rate base and a rate of 
return thereon) would show, in a good 
many instances, that the rate of return 
thus determined was really arrived at 
by, first, ascertaining the profit which 
was regarded as proper for the utility 
to enjoy and, then, by relating that 
profit, percentagewise, to the deter- 
mined rate base. This, in order to as- 
certain and “find” the rate of return 
to be deemed and designated as “fair.” 

So, to repeat for emphasis, it is sub- 
mitted that neither a properly deter- 
mined rate base (whatever that may 
be) nor a “fair” rate of return thereon 
is any longer the legally essential or 
the only proper requirement or criterion 
of reasonable rates. And where does 
this leave us? Profits need no longer 
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be tested in the strait jacket of an ar- 
bitrary legal formula. Profits are mere- 
ly profits from a viewpoint of business 
economics, They are either enough, too 
little, or too much, depending upon all 
relevant facts and considerations, in- 
cluding whatever facts may be consid- 
ered as properly supporting the deter- 
mination of a rate base. 


T may be asked: What is the advan- 
tage of being relieved of the neces- 
sity of making a determination of a 
rate base and rate of return thereon, if 
rates are still likely to be fixed upon 
consideration of the same factors as 
those which have heretofore been con- 
sidered in making such determina- 
tions? The answer is that if a regula- 
tory agency does not have to make a 
determination (of a rate base or of a 
rate of return) as the inexorable basis 
of the validity of a rate order, it can 
consider all relevant facts. It has more 
liberty of action. It can give to each 
fact the weight or importance which 
it appears to deserve. The particular 
facts which have the most weight in one 
rate case might be, and sometimes are, 
of relative unimportance in another 
rate case. A regulatory agency should 
be both authorized and allowed to make 
rates upon the basis of the essential 
facts which, in its expert judgment, are 
relevant to the determination involved. 

After all, fair rate of return on any 
kind of a rate base, under any theory 
of valuation, is neither more nor less 
than a formula. Utility rate making 
will never be free from the delay and 
expense, and sometimes the futility, 
which now attends it, unless there is a 
recognition, both by regulatory agen- 
cies and by the courts which review 
their orders, that rate making is essen- 
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tially an administrative and not a ju- 
dicial process. Rates cannot be expedi- 
tiously or efficiently made if every sin- 
gle fact which pertains to their reason- 
ableness must be in the record in the 
proceeding in which they are made. 
Reviewing courts should also concede 
that rates, determined by regulatory 
agencies, cannot properly be set aside 
upon judicial review upon anything 
less than a showing that the facts 
avowedly relied upon are contrary to 
the evidence. Or, it might be shown 
that the rates themselves, in the light of 
evidence and the avowed basis upon 
which they were determined, are so un- 
reasonable as to enable the court to say 
that they constitute an abuse of the ex- 
ercise of the police power of govern- 
ment. 


rate making is price fixing, then the 

utility rate-making process no long- 
er consists of the determination of just 
compensation for the taking of proper- 
ty, but rather of determining what, un- 
der pertinent and essential facts, is a 
reasonable price for the service or prod- 
uct which the utility will furnish to its 
customers for the indefinite future 
period during which the rates as fixed 
are expected to be effective. 

It was said in the Hope Case that the 
rate-making process consists of a bal- 
ancing of investor and customer inter- 
ests. This is doubtless true; but it seems 
equally true that it constitutes only one 
aspect of the problem presented in al- 
most every utility rate case. 

It was said in Smyth v. Ames that 
the customer is entitled to demand rates 
that permit a charge of no more than 
the value of the service for which he 
pays. 

This is also true, although for 


816 





WHY IS A RATE BASE? 


reasons somewhat different than those 
which appear to have prompted the 
statement. 

In many instances the value of 
a particular class of utility service 
furnishes not only the reasonable, but 
the practical, limitation upon the price 
to be fixed for that service. For many 
classes of utility service the price fixed 
generally is and should be considerably 
less than the value of such service. But 
it is not true that a reasonable rate for 
such service is adequately defined as 
the lowest which can withstand attack 
upon judicial review. Accordingly, 
from the standpoint of the customer, 
rates should prescribe charges which 
are no more than the service is worth, 
and are as much less than such value of 
the service as a reasonable profit to the 
utility will permit. 


_ the standpoint of the investor, 
the essential consideration in the 
fixation of rates is the amount of profit 
which the utility can derive from the 
operation of its business. But it is not 
always true that the level of that profit 
fluctuates commensurately with fluc- 
tuations in the level of rates fixed for 
the service which it is the utility’s busi- 
ness to furnish. 

The rate-making process can now 
consist fundamentally of a determina- 
tion of the reasonable cost of the service 
involved and of a reasonable profit for 
the utility whose rates are fixed. It can 
also take into account the design of 
schedules whose rates are expected to 
cover both such reasonable or allowable 
costs and such profits, without unjust 
discrimination as between the various 
classes of service involved. 








Against the MVA 
6cT AM Opposed to the proposed Missouri Valley Authority, 


because I believe in the American system of free enter- 

prise. Under this system, in which free scope is given to in- 
dividual initiative, America has grown great and strong. I 
want to see it continue that way. I believe parts of 
the Pick-Sloan flan are excellent, but I do not want to 
see large areas of fertile Missouri land lost to produc- 
tion. I believe that this can be avoided and the primary pur- 
poses of the Pick-Sloan plan may still be attained. Incidentally, 
it has been said of the Tennessee Valley Authority that it runs 
through 3 states and drains the other 45. I believe this witticism 
points out the essential fallacy in taxing the entire country for 
the commercial and industrial development of a limited area.” 

—JaAmMEs P. Kem, 
U. S. Senator from Missouri. 


817 JUNE 19, 1947 





CUM 





What Does the Rate Engineer Do? 


The importance of the function of the rate engineer in the 
ordinary operating utility organization can be impaired through 
a misunderstanding of the optimum function of that position. 


By G. C. DELVAILLE* 
VICE PRESIDENT, CALIFORNIA ELECTRIC POWER COMPANY 


r “us is written with the avowed 
purpose of debunking the rate 
engineer in the eyes of manage- 

ment. Too often the management of an 

electric utility, for example, seems to 
be under the mistaken impression that 
rate making is an exact science, and 
that rates can be established by means 
of mathematical formulas, graphs, and 
complex economic theories. Actually, 
this is far from being the case. Rate 
making is not an exact science; in fact, 

I doubt very much if it is a science at 

all. Rate making is nothing more than 

pricing. Just like any grocery store or 
drugstore, utilities have loss leaders 
and high-profit specialties. 

However, there was a time when an 
attempt was made to determine rates 
scientifically on a basis of cost of serv- 
ice. In the early days of the industry 
the determination of rates was often 
left to the engineers who operated the 
properties, and naturally these engi- 
neers approached the problem of rate 





*For personal note, see “Pages with the 
Editors.” 
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making from a cost angle, making each 
class of service pay for its share of the 
cost of service. This approach was es- 
pecially tempting to the engineer and 
the accountant because the cost of elec- 
tric service consists of so many charges 
which vary directly with the kilowatt 
of demand and with the number of cus- 
tomers, and not with the kilowatt-hour 
consumption, and, because in those days 
of smaller and simpler systems, such 
charges could be ascertained with fair 
accuracy. Even so, the demands of such 
customers as domestic and small com- 


mercial users were arrived at by highly ° 


complex methods, such as the number 
of usable rooms, the square feet of us- 
able floor space, etc. Such rates were 
scientific but, eventually, became a 
nightmare for the commercial men, and 
a red flag waved in the face of public 
relations. 

As the industry grew and as the uses 
to which electricity could be put in- 
creased, the exact determination of cost 
of service became more and more com- 
plex, and the allocation of fixed charges 
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to various classes of customers and load 
factors became more and more a matter 
of opinion. The fact that distances 
from generating plant to customers be- 
came greater and that the diversity of 
various customer demands increased, 
made such allocations even more diffi- 
cult. Many methods and means of 
apportioning the multiplicity of charges 
entering into the cost of electricity were 
devised by rate experts. Many treatises 
have been written on such methods. 
However, too often these treatises be- 
come discouragingly vague concerning 
such subjects as responsibility for 
peaks and allocation of general and ad- 
ministrative expenses. In allocations 
such as these, the individual opinion of 
experts becomes a heavy determining 
factor. 


A a result, any figure presuming to 
show the cost of service is 
shrouded in a fog of uncertainty, and 
the best that can be said of cost of serv- 
ice as a method of determining rate is 
that it is something to argue about, 
especially when an attempt is made to 
determine cost at the meter of small 
commercial and domestic customers. 
Furthermore, you cannot do business 
with rates determined strictly on a cost- 
of-service basis. The demand, mini- 
mum, and customer charges, so de- 
termined, are usually so high that they 
actually discourage business from com- 
ing on a utility’s lines. 

In actual practice the main problem 
that confronts the rate engineer is to 
obtain the total amount of money nec- 
essary to operate the utility at a rea- 
sonable profit with the least complaints 
from any one class of customers and 
the greatest opportunity to increase 
sales and profits. Naturally, such in- 


creased sales and profits are of benefit 
not only to the utility, but also to the 
customer, since such increases make 
possible further rate reductions. 

Rate levels so established are de- 
termined by a multiplicity of forces. 
Cost of service, in so far as it can be 
determined, is only one of these forces. 
Competition from other sources of 
power is another. The effect of such 
competition is obvious in the field of 
industrial power, cooking, and water 
heating, but it is also felt in the case 
of commercial lighting. There was a 
time when lighting service was rather 
free of competition, but, with the de- 
velopment of small Diesel and natural 
gas-driven generators, we are now 
faced with competition even in the field 
of small commercial lighting service. 
The prevailing rate levels of surround- 
ing areas are another force. Public 
opinion, the character of the area 
served, the presence of natural gas, the 
size of towns within the territory, all 
are forces which, combined together, 
fix the level of rates for various types 
of service and for various load factors. 


oe there are so many forces 
tending to fix the level of rates, 
we find among the rate structures of 
various utilities what seem at first to 
be glaring inconsistencies. As a matter 
of fact, differences among rate struc- 
tures are not inconsistencies but at- 
tempts to fit the rate structure to the 
needs of a given area. For instance, a 
utility serving a large urban area will 
tend to favor the domestic customer 
using a relatively small amount of elec- 
tric energy. This is especially notice- 
able in the case of municipally owned 
utilities. Utilities serving large agri- 
cultural areas, especially areas where 


819 JUNE 19, 1947 





PUBLIC UTILITIES FORTNIGHTLY 








Main Problem of Rate Engineer 


¢ diy actual practice the main problem that confronts the rate engineer 

is to obtain the total amount of money necessary to operate the 

utility at a reasonable profit with the least complaints from any one class 

of customers and the greatest opportunity to increase sales and profits. 

Naturally, such increased sales and profits are of benefit not only to the 

utility, but also to the customer, since such increases make possible further 
rate reductions.” 





there is irrigation pumping, will favor 
that class of customer rather than the 
urban customer and, as a matter of fact, 
the California Public Utilities Com- 
mission stated in one of its decisions 
that this should be the case since the 
urban area benefited greatly from be- 
ing surrounded by an agricultural 
population. 

The utilities serving a large number 
of small towns will tend to favor small 
commercial users because these users 
are particularly apt at making their in- 
fluence felt. In other words, it cannot 
be denied that pressure groups exert an 
influence in rate level determination and 
account for differences which exist 
among various utilities’ rate levels. An- 
other very important factor in account- 
ing for these differences is the presence 
of competitive forms of energy in a 
given area. This is bound to have an 
influence on, among other things, the 
rates which a utility will charge for 


electric cooking. Even climate enters 
the picture. Prolonged and warm sum- 
mers will bring pressure for low air- 
conditioning rates. Thus, in the final 
analysis, rate making in actual practice 
is a matter of weighing all forces exert- 
ing an influence on rates and exercising 
sound judgment. 


O F course, one element entering into 
rate making is the matter of pro- 
motional rates; that is, establishing a 
rate which will encourage the greater 
use of electricity. However, in estab- 
lishing rates which will encourage the 
greater use of electricity, the rate en- 
gineer must keep his eye on increases 
in net income rather than increases in 
gross revenue. It is easy to design a 
rate which will increase gross revenue 
by increasing use, but this increase in 
use may force a utility to make such 
large increases in facilities that the in- 
crease in revenue is completely offset 
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by the charges, fixed and others, on 
the increased facilities. 

These remarks are especially appli- 
cable to any rate which encourages the 
use of air heating in areas with rela- 
tively warm winters subject to occa- 
sional cold spells of short duration. 
These same remarks may become appli- 
cable to domestic rates as a whole, if 
the present tendency toward low incre- 
mental rates in this sales classification 
continues. Thus, taking the record for 
the nation as a whole, we find that, 
from 1926 through 1930, annual do- 
mestic sales were increased 117 kilo- 
watt hours per customer at an incre- 
ment rate of 2.46 cents per kilowatt 
hour, but from September, 1945, 
through September, 1946, annual do- 
mestic sales were increased 104 kilo- 
watt hours per customer at an incre- 
ment rate of only 1.2 cents per kilo- 
watt hour. How long will the industry 
be able to increase sales at such low 
incremental rates, considering that 
these sales require additional capital 
expenditure and that all operating costs 
are increasing ? 


ee fads, and trends exist in 
the field of rate making as well as 
in any other field. Like anybody else, 
the rate engineer is likely to try some- 
thing, find that it has disadvantages, 
and then try something else instead. 
For instance, up to not so many years 
ago, most power schedules were of the 
demand and energy type, inherited 
from the early days of rate making. No 
doubt, from a cost of service stand- 
point, that type of rate is equitable, but 
the small and medium power users, not 
to mention the domestic customer, fail 
to understand why they should pay 
something and get nothing in return. 


This type schedule, when applied to 
these users of power, has disastrous ef- 
fects on public relations. As a result, 
the trend is now away from demand 
and energy type power schedules and 
toward the greater use of simpler types 
of schedules. Until not so long ago, it 
was the fashion to make rate areas as 
large as possible and have the same rate 
applicable to as big an area as practi- 
cable. For instance, one southwestern 
utility had the same domestic and com- 
mercial lighting rate over practically its 
entire system. 

While this method has many ad- 
vantages, it does have one very serious 
disadvantage in that it leaves a utility 
open to municipal ownership attacks 
for the simple reason that an urban 
area served by itself can have much 
lower rates than a combined urban and 
rural area. Thus, a municipally owned 
utility within that privately owned 
utility’s territory had much lower rates 
than the private utility. This was 
mostly due to the fact that the private 
utility’s rate structure covered both the 
high-return urban territory and the 
low-return rural area with a single rate 
zone averaging the costs in each. An- 
other disadvantage of large rate zones 
is that a reduction made to take care 
of a situation arising in one part of the 
zone will affect the entire zone and thus 
be very costly. 

Now we find that this private utility 
has adopted 4 rate zones and 4 rate 
levels within each rate zone. The first 
level is applicable to towns of 50,000 
or more; the second level is applicable 
to towns between 10,000 and 50,000; 
the third level is applicable to the gen- 
eral rural and small urban areas; and 
the last to very thinly populated rural 
areas. 
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7 also has been a reversal of 
trend in the application of rates 
to various classes and types of service. 
Originally utilities had schedules for 
lighting service, schedules for heating 
service, and schedules for power serv- 
ice. 

Now the trend seems to be away 
from this arrangement and toward a 
structure having schedules for do- 
mestic service, schedules for commer- 
cial service, and schedules for indus- 
trial service. 

We find similar trends in the type 
of minimum charges applicable to vari- 
ous customers. At present the trend is 
away from straight minimum charges 
and toward minimums which include 
a given number of kilowatt hours and 
a block rate which starts after those 
kilowatt hours are used, because this 
reduces the energy rate applicable in 
the first block of the schedules, an obvi- 
ous advantage in the appearance of the 
schedule. 

The rate engineer also has to keep 
in mind the degree of technical train- 
ing of the employees who are going to 
apply various rates and of the custom- 
ers to whom such rates are going to 
be applied. Thus, a rate schedule for a 
customer having demands running in 
the 10,000 of kilowatts can be as tech- 


nical, complex, and scientific as de- 
sired, and still no particular harm will 
result since it will be applied by trained 
technicians and since the customer to 
whom such rates will be applied will 
also have technicians qualified to un- 
derstand it. That is not true of rates 
applicable to domestic customers and 
small commercial customers. Those 
rates must be as simple and brief as 
possible since they will be applied and 
explained by nontechnical personnel 
such as cashiers, meter readers, and 
servicemen, and since the majority of 
the customers to whom they will be ap- 
plied will be far from technically 
minded. 


HE human factor taken in its 

broadest sense enters into rate 
making, and the rate engineer should, 
in fairness to his management, keep in 
close touch with the commercial de- 
partment and the people on the “firing 
line,” such as the personnel in payment 
offices. Most of all, he should keep in 
direct contact with the public, and lose 
no opportunity to explain his rates to 
the customer to whom these rates are 
applied. This, more than anything else, 
will remind the rate engineer of the 
human factors which affect rate mak- 


ing. 





Labor-management Cooperation 


CC YT is high time both labor and management stop empha- 

I sizing their points of difference and begin emphasizing 
their points of similarity. Though they may make strange bed- 
fellows, it is necessary that they lie down in the same bed, They 
may push each other around, but it is important that neither one 
push so hard that the other falls out. For if either one does fall 
out of bed, the public will inevitably suffer, and restrictive regu- 
lations through legislation must follow.” 


—GeEorGE F. Konn, 
President, Precision Grinding 
Company. 
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When a Car Company 
Needed Friends 


Up pops a little comic strip fellow called “Joe Woe” 
to show the Los Angeles populace that cars and busses 
are run by—just people. 


3y JAMES H. COLLINS* 


AN it be that this portentous job 
C called “public relations” is sim- 
pler than we think ? 

Judge for yourself : 

Here is a story of three people who 
set out to win friends for a streetcar 
company far down in the dumps. 

One was a funny man, a cartoonist ; 
the second a streetcar executive with a 
funny bone; and the third just a man 
of straw, a funny paper character 
called Joe Woe, who rides the cars and 
busses and kids the public along. 

If any corporation on earth needed 
friends a few years ago, it was the Los 
Angeles yellow car company. It had 
fallen on hard times, forgotten what 
dividends were, had old equipment, 
charged 7 cents for a bumpy ride. 

In 1934, this company had a strike, 
and people hated it so that they wel- 
comed the chance to get out and help 





*For personal note, see “Pages with the 


Editors.” 


the strikers tip over the yellow cars. 

Then, eleven years later, the com- 
pany had another strike. Meantime, 
Joe Woe had gone to work for it. There 
was no violence. The strikers didn’t 
bother to picket. It was a long strike, 
too. People had to walk for twenty-six 
days. But they were patient, feeling 
that the company was trying to do its 
best with the same old yellow cars up- 
set in 1934. 


H° can you measure popular feel- 
ing toward a corporation? 

There are not many yardsticks, but 
these two contrasting strikes reveal 
something, and company officials give 
Joe Woe much of the credit. 

Joe Woe is the original “Sad Sack,” 
says his creator, Guy Gifford. He is a 
little woebegone fellow, half conduc- 
tor, half motorman, car, and bus man 
too, working on the yellow lines, trying 
to do the right thing for the public. 
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And always getting kicked in the 
pants! 

Occasionally a passenger will take 
Joe’s side, and he will almost win. As 
in the episode of the two women pas- 
sengers. One wanted a window closed 
because she was freezing, and the other 
wanted it open because she was smoth- 
ering. A male passenger entered the 
argument: 

“Open the window until this one 
freezes,” he said to Joe Woe, “and then 
close it and smother the other one.” 

In eight years, Joe Woe has uttered 
no word, except cartoon words like 
“Gr-r-r!” 

“And he never will say anything,” 
insists Guy Gifford, “until some future 
day, not yet in sight, he will utter two 
words: “J quit!” 

Guy Gifford fits the popular idea of 
a cartoonist—a big fellow, reminiscent 
of Homer Davenport, always on the 
go from one littered office to another 
even more littered, through a waiting 
room that is a mess. Unless he is out 
somewhere on the Los Angeles Transit 
Lines’ cars or busses. Besides drawing 
the weekly Joe Woe strip, and writing 
company publicity, he edits an employee 
magazine and oversees advertising. 

“Great Godfrey! I work too hard,” 
he will say to the visitor. “Give me two 
minutes to ink in this strip. You know, 
Jim, I really work!’ 

While he finishes Joe Woe for the 
coming week, he will tell, with relish, 
about his plans for retiring. Maybe at 
sixty he will get away from it all. He 
is now forty-seven. Only thirteen years 
te go, and he will be free to do a lot of 
things he never has time for now. 


’ | ‘nis big guy used to bea yellow car 
conductor, so he knows passen- 


gers, and Joe Woe’s troubles at first- 
hand. 

Lest he forget, he goes out riding the 
owl cars and busses at least once a week 
—public relations experts please note. 

Back in the 1930’s, a conductor’s job 
was such a prize that Guy Gifford had 
to pull wires to land it. 

He had an unusual reason. 

Living most of his working life in 
Los Angeles, he had worked at draw- 
ing, and writing, and other jobs, and 
had started a successful cartoon syndi- 
cate that brought him a good income. 
His cartoons went to “house organs,” 
business periodicals for customers and 
employees. Somebody told him he was 
getting too far from people in his car- 
toons, so he wangled this conductor’s 
job to get out among people. 

And was assigned to gas-house runs 
in the early morning hours where there 
were plenty of people, just as their 
Creator had made them. 

His cartoons immediately began to 
take on new vitality, and it was only 
the war that led him to discontinue his 
cartoon syndicate. 

Out on the line, Gifford got to won- 
dering why the yellow car company 
was always getting kicked in the pants. 
He knew that management and em- 
ployees tried hard to earn a better 
reputation. He felt that there must be 
some way to let the public—made up of 
people—know that the yellow car and 
bus organization was also made up of 
people. 


| grange he worked out an idea. 
Create a cartoon character who 
would be trying to do his best, running 
the yellow cars and busses, but always 
losing out because the public didn’t un- 
derstand. 
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WHEN A CAR COMPANY NEEDED FRIENDS 


Put this character into a weekly 
periodical, distributed on the cars and 
busses. Gain the force of continuity, 
the strength of the comic strip, let the 
character make friends, snowball a per- 
manent audience. “Amos ‘n’ Andy” 
revolutionized radio with continuity— 
and Jack Benny became popular when 
he adopted a “Sad Sack” formula. 

Thus, Joe Woe was born, and im- 
mediately found one friend before he 
was anything more than a rough sketch. 

This was L. A. Reeves, who had 
started with the company as a pole 
counter and worked up to a manage- 
ment position. He had got to know 
Guy Gifford and believed that the car- 
toonist had worked out a practical way 
to make friends for the corporation. 

Reeves is a human dynamo, greedy 
for work, and rose on his ability to 
organize things and set them going. He 
got the modest money backing needed, 
and from that day to this has passed 
on every comic strip. He doesn’t take 
long. A man of few words, he says 
“Yes” or “No.” And laughs. 

What sold Reeves as much as the 
little comic character was the way Guy 
Gifford had simmered down public ill 
will to a very few things. The cartoon- 
ist had quizzed passengers and found 
that ill will was caused by trifles. 

To wit: It was thought that the pub- 
lic resented crowded cars and busses, 
and their being late, and the 7-cent fare. 


z 


Not at all! Passengers would wait 
patiently if the car or bus was behind 
schedule. They paid the 7-cent fare 
with little grumbling. While for 
crowds, they enjoyed them! At that 
time, the company had hardly even 
thought of modern equipment as a pos- 
sibility. The public knew the cars and 
busses were old, but also knew the com- 
pany couldn’t afford better. So that was 
not a “peeve.” 


O™ thing, however, was fighting 
stuff. Passengers simply would 
not tolerate being passed up by a car 
or bus. That stood high among the 
complaints. Another fighting issue was 
transfers. Los Angeles has hundreds of 
transfer points. People try to do things 
not permitted under the rules, like rid- 
ing in the wrong direction, or ignoring 
the transfer point. That caused argu- 
ments, made it hard to maintain cour- 
tesy among employees. 

Reeves saw that, if these few 
“peeves” could be explained to passen- 
gers, a better public feeling might fol- 
low. 

So, that has been Joe Woe’s job since 
1939. He appears in a little give-away 
sheet named Weekly Topics, only 6 
inches square, the comic strip taking 
one-fourth the space, half of one side, 
and the rest being filled by a “column,” 
comprising a leading article, some 
verse, and jokes—always original. 


“THE public likes to cite a transit employee for deeds done be- 
yond the line of duty, and ought to be encouraged in this nicer 
side of its crusty nature. The fact is that, when a transit em- 
ployee helps a blind person. to or from the curb, he is follow- 
ing a company rule, and a Los Angeles unwritten law—but 
that doesn’t spoil the effect of being cited for a good deed.” 
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The leading article may explain why 
a car or a bus passes waiting passen- 
gers, or Joe Woe explains it in a comic 
strip episode. 

The ball game is over; a thousand 
fans rush out to grab the waiting 
busses; the first bus is crowded and 
speeds by only seconds ahead of those 
that are following on which passengers 
may find seats. 

In this fashion, for eight years, the 
riding public has learned about trans- 
fers, “headway,” “running sharp,” 
“dragging the line,” because they have 
learned the lingo along with operating 
methods and reasons. Gifford says Los 
Angeles folks are wise to street transit 
operating technique and, so, when any- 
thing goes wrong, they stay cool under 
the collar—if any. 


» Wo.E is an economical friend 
maker. 

Every Monday, 110,000 copies of 
the little sheet are placed in yellow cars 
and busses, in holders near car and bus 
doors, marked “Take One.’’ On Wed- 
nesday there is a redistribution and, the 
next Monday, all left overs are re- 
turned to the company office to check 
circulation. 

Passengers do three things: Take 
one, put it in the pocket without glanc- 
ing—the regular Joe Woe fans; take 
one to read, put it back on leaving ; take 
one, scan, throw it away. 

Costs today are $170 for paper and 
printing, $50 for distribution. Count- 
ing two readers per copy, a cent pays 
for ten readers. 

The comic strip to give continuity, 
and the brevity and entertainment of 
the “column,” seem to be the secrets of 
success, From time to time there are 
“Where to Go” suggestions, and in- 
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creased traffic to such points proves 
readership. Joe Woe appealed for help 
during the war, and hundreds of job 
applicants responded. 

Gifford has a permanent owl-car 
and gas-house fixation, from his nights 
as a conductor, and prefers being out 
on the line in the early morning hours 
with night riders. 

Not long ago he rode to the end of a 
line, writing notes, and the conductor, 
eying him all the way, flashed his com- 
pany book, saying, “Here, you spotter! 
There’s my number and record—get it 
straight.” 


O N these trips, he sees things happen 
that make much better episodes 
and plots than any he could imagine— 
the passenger trying to put one over on 
the transit employee, the dumb passen- 
ger provoking retaliation, the employee 
getting out of tight corners by humor, 
patience, courtesy. 

Later on, these things all happen in 
Joe Woe’s life. 

Which isn’t all woe, because the pub- 
lic, having learned something about 
transit operations and transit people, 
has learned to praise as well as to com- 
plain. 

Commendations are written and 
phoned in, reporting such incidents as 
a conductor helping a blind passenger 
to or from the curb, or a one-man car 
operator being suddenly handicapped 
by a breakdown in his mechanical fare- 
box, running his car without enough 
change, answering questions, issuing 
transfers, helping passengers—the tra- 
ditional one-armed paper hanger with 
the hives, on wheels. 

The public likes to cite a transit em- 
ployee for deeds done beyond the line 
of duty, and ought to be encouraged 
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Forgetfulness of Passengers 


“ae the time the first car or bus goes out in the morning until the 
last run at night, people are constantly leaving their belongings 
behind them. Their forgetfulness is amazing, and the things they leave 
have the makings of mystery stories. For example, why do they leave 


hundreds of pairs of shoes under the seats? ... Not only shoes in pairs, 
but single shoes in numbers that suggest an enormous one-legged popula- 
tion.” 





in this nicer side of its crusty nature. 
The fact is that, when a transit em- 
ployee helps a blind person to or from 
the curb, he is following a company 
rule, and a Los Angeles unwritten law 
—but that doesn’t spoil the effect of 
being cited for a good deed. 

Such commendations always reach 
the employee through his supervisor. 
They are posted for the information of 
fellow workers, and often appear in the 
company’s employee magazine, 7 wo 
Bells. 

If the episode has news value, Gif- 
ford sees that the Los Angeles city 
desks hear about it. And he is always 
on the lookout for transit incidents that 
will appeal to the local newspaper col- 
umnists, the rule here being human in- 
terest, with transit incidental. 

This is the rule that governs the em- 
ployee magazine, of which Reeves is 
editor, and Gifford cartoonist and pic- 
ture reporter. 


| espe insists that Two Bells must 
be edited for employees, first and 
always, and compete with the popular 
magazines, especially those that tell 
their stories in pictures. For when an 
employee sits down to read, the popular 
magazines for which he has paid are 
in competition with the company maga- 
zine. Far from having any charm be- 
cause it is published. by the corporation 
he works for, says Reeves, the com- 
pany magazine has two strikes on it. 

Gifford goes out with a photogra- 
pher to get picture stories that will tell 
employees what goes on in other de- 
partments. And more than once, a good 
employee story has wound up in good 
public relations copy for the company’s 
newspaper advertising. 

Typical happy theme—the lost and 
found department. 

From the time the first car or bus 
goes out in the morning until the last 
run at night, people are constantly leav- 
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ing their belongings behind them. Their 
forgetfulness is amazing, and the 
things they leave have the makings of 
mystery stories. 

For example, why do they leave hun- 
dreds of pairs of shoes under the seats ? 
Not wrapped for taking to the shoe re- 
pair parlor, nor new shoes coming home 
from the store, but everyday worn 
shoes, that employees find just as 
though the owners had taken them off 
to ease their feet while they rode, and 
then walked away from. 

Not only shoes in pairs, but single 
shoes in numbers that suggest an enor- 
mous one-legged population. 


ow can people be so stupid? 

The car company doesn’t know, 

and merely has the job of picking them 

up, and holding them to be claimed— 

and fewer than three out of ten of such 

forgetful passengers ever bother to 
come and claim their shoes. 

This made a fine picture story for 
Two Bells, and then was recast in a 
newspaper ad, “Why Do They Do It?” 

Just before the newspaper version 
was published, the mystery was height- 
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OPEN THE WINDOW TILL 





—THEN CLOSE IT AND 9 
SMOTHER THE OTHER // $ 














ened by finding four worn mule shoes 
on a yellow car. 

Why was the mule riding? 

Why did he forget his shoes? 

That advertisement measured up to 
the standard of human interest by 
which company advertising is gauged. 
It had high readability, and implicit in 
its mystery was the public relations an- 
gle—that the company takes a lot of 
pains to see that lost articles are re- 
turned to absent-minded customers. 

Weekly Topics and the company’s 
public relations advertising have regu- 
larly won awards, inside the transit 
business and outside. 


| gestae the Financial W orld gave 

the annual report a high rating 
for human appeal, because the picture 
magazine technique was used to supple- 
ment the financial statement, and com- 
pany operations were projected against 
community facts. 

The American Transit Association 
has frequently called attention to par- 
ticular Joe Woe episodes as good ex- 
amples of what may be done to make 
friends for a transit company. 
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_ Joe Woe was about five 
years old, something happened. 
The run-down yellow car and bus 
system, limping to catch up with its 
war load, was taken over by the Fitz- 
geralds, who rate as experts in rehabili- 
tating transit systems that have gone to 
seed. Practically all the 85 systems that 
they operate today have been added in 
that way. 
The Fitzgeralds have a formula. 
They modernize equipment, give the 
public good service, and, while they are 
making money, make friends. 
Starting under the handicaps of war 
shortages, when new cars and busses 
were hard to get, they planned for this 
Los Angeles system a_ two-thirds 


changeover to motor coach operations. 
This program is now under way, and 
the changes are almost daily news. 

New management with a new broom 
brings anxious times to old hands in 
such a system, and Joe Woe was 
frankly worried, along with the rest. 

He said nothing, but thought a lot, 
and finally the day came when the Fitz- 
geralds wanted to see him. 

What they said to him has never 
been disclosed, and Joe didn’t say any- 
thing to the Fitzgeralds. 

He rested on his record, as a friend 
maker for the company. 

The Fitzgeralds left him absolutely 
alone because he fitted their formula— 
he had a job and was doing it well. 





\ lv 





<4 HEN we try to make a science out of the actions of 
human nature, with the dollar the paramount issue, we 
must necessarily meet with failure. 


“Looking back we can see how each new advance could have 
been used to wreck and destroy, or to give unwarranted power 
to one group or another, but our great advances come through 
men with the vision to see beyond the nearest street corner. 
And I do not for a moment believe that the scientists most re- 
sponsible for the development of atomic power are in their 
hearts the tiniest fraction as interested in its awesome force as 
a weapon as they are in the ultimate benefits which nuclear 
physics can bring to mankind. 

“Our civilization is enlightened chemically, physically, and 
mechanically, but not spiritually. 

“It is time to forsake false issues and return to fundamental 
thinking.” 

—Wiiarp H. Dow, 
President, Dow Chemical Company. 
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The Rising Opposition to 
Co-op Tax Exemption 


Legislative bills to reinforce the tax exemption from codpera- 

tives in various forms or degrees failed to score a single victory 

in this year’s biennial sessions of the state legislatures. Yet, 

the very number of these bills suggests a gathering movement 

of business opposition, which may well break through some- 
time in the future in the form of statutory law. 


By JOHN J. 


EGAL historians have traced the 
[ origin of the Limited Liability 
Corporation back as far as the 
ancient Sabine king of Rome, Numa 
Pompilius, who reigned seven centuries 
before Christ. The king got tired of 
citizen property holders complaining 
against state land encroachment. So he 
incorporated a deity, known as Ter- 
minus (god of landmarks). There- 
after, the king simply relegated the 
liability for real estate confiscation to 
the temple, and told the citizens to work 
out their troubles in the form of pray- 
ers and sacrifice. Thus, he escaped some 
of the consequences of his own acts of 
aggrandizement. Through the years, 
the idea of the Limited Liability Cor- 
poration has grown in practice more 
justifiably than the original scheme of 
this ancient Etruscan politician. But 
the basic idea is still the same—to shift 


*Of the editorial staff of the FortNIGHTLY. 
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financial responsibility for the opera- 
tion of a business to a fictitious person- 
ality, who could risk no more than the 
original investment. 

The basic idea of the codperative 
movement went a step further in bring- 
ing benefits to its promoters. It not only 
limited the liability of its members; it 
actually obtained benefits for them by 
way of exemptions and preferential 
treatment from the government, which 
the ordinary business corporations can 
never obtain. It was only a little more 
than 100 years ago—in 1844+ that the 
celebrated Rochdale experiment in 
England made the first successful dem- 
onstration of organized codperative op- 
eration. Essentially, each member of a 
cooperative buys a share in his neigh- 
bor’s good fortune with the under- 
standing that he must also share his 
losses, if any occur, with respect to the 
common venture. The venture may be 
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THE RISING OPPOSITION TO CO-OP TAX EXEMPTION 


one of “codperative purchasing,” “‘co- 
Operative sale,” or “cooperative serv- 
ice” to members, or any combination 
of the three. But because the coopera- 
tive does not ostensibly earn a “‘profit”’ 
in the sense that a regularly incorpo- 
rated business does—the result has 
been to create quite a competitive ad- 
vantage for the cooperative over its 
incorporated business rival. 

The cooperative concept of its 
“profits” is that they are simply re- 
bates, earned and returned to members, 
by virtue of the communal character of 
their venture. That this view has been 
largely accepted in the pattern of our 
Federal and state tax laws is a well- 
known fact. Cooperatives have escaped 
many taxes, which their incorporated 
business rivals must pay. 


_. the codperative movement 
in the United States remained on 
a small, simple, and generally agricul- 
tural basis, it.did not come into sub- 
stantial conflict with large-scale busi- 
ness operation, Codperatives served a 
useful purpose, in many cases, by per- 
forming a necessary service to the 
farmer, a service which, of itself, was 
not profitable enough to attract corpo- 
rate investment. Hence the public tend- 
ency was to give these farmers a 
“break.” Because of this tendency, co- 
Operatives have grown and flourished 
and have become big business. They 
have become big enough to invade the 
cities and to compete with incorporated 
big businesses, on “unequal terms’”— 
from the standpoint of incorporated 
business. As a result, businessmen and 
others have been developing a new 
movement towards what they call 
“equality” between codperatives and 
corporate businesses. 


The Federal government has added 
one more complication. In recent years, 
the Federal government has adopted a 
policy of encouraging coOperatives, not 
only by continuing their tax exemption 
status, but by making loans to them at 
low interest, to finance and expand their 
activities. One new field where Federal 
assistance has broadened co-op opera- 
tions is in distributing electric power. 
Through the Rural Electrification Ad- 
ministration, loans are made which 
permit farm groups to install and oper- 
ate electric power systems. It is easy to 
see, therefore, that the privately oper- 
ated utilities have a stake in this cur- 
rent tax struggle between the tax-ex- 
empt cooperatives and tax-paying pri- 
vate business. 


a character of support behind the 
drive to equalize taxation of these 
competing organizations is apparently 
threefold. First, businessmen have 
banded themselves together to form tax 
equality associations, They are con- 
ducting a campaign of education and 
information that has already won the 
endorsement of some influential news- 
papers and top-flight. radio network 
commentators. Second, there is the 
growing inclination in Congress to 
combine congressional economy and 
taxation programs for the benefit of 
both private enterprise and the indi- 
vidual small income taxpayers. Third, 
the increasing interest of state legisla- 
tures in tax equality legislation seems 
to herald a burgeoning movement to- 
ward adjustment of tax exemption 
privileges. 

Consideration of the tax exemption 
privilege enjoyed by cooperative organ- 
izations has been a major feature with 
many of the forty-four state legisla- 
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Low-interest Loans for Expansion 


¢ 2 recent years, the Federal government has adopted a policy of en- 
couraging cooperatives, not only by continuing their tax exemp- 
tion status, but by making loans to them at low interest, to finance and 


expand their activities. One new 


field where Federal assistance has 


broadened co-op operations is in distributing electric power. Through 
the Rural Electrification Administration, loans are made which permit 
farm groups to install and operate electric power systems.” 





tures meeting this year. Though many 
bills to correct the exemption privileges 
were dropped into legislative hoppers, 
final action on them was comparatively 
small. At least six state legislatures 
considered and passed bills designed to 
adjust the differences between taxation 
of co-ops and private business. These 
bills passed only one house of the 
state legislatures, however, and never 
reached a governor’s hands for signa- 
ture and enactment into law. 

In three state legislatures, bills were 
approved calling for detailed study of 
cooperative taxation. Considered on 
the basis of state action alone, the 
movement toward tax equality would 
not seem encouraging. However, the 
mere lining up of opposition to co-op 
tax exemption is growing stronger year 
by year. No better evidence of this fact 
need be indicated than to point out that 
the Rural Electrification Administra- 
tion and its co-op members are bringing 
stronger and stronger organizations to 


fight their cause. Getting down to the 
detail of what some state legislatures 
considered this year, here is a brief 
résumé of some of those bills: 


i North Carolina the state legisla- 
ture killed a bill to make codpera- 
tives subject to payment of state in- 
come and franchise taxes. This bill 
would have exempted from income and 
franchise taxes all “pure” codperatives 
—those engaging solely in marketing 
the produce of their farmer members 
and which returned all profits to pa- 
trons in the form of dividends. Under 
the measure, all North Carolina coép- 
eratives would have been required to 
make annual tax returns to the state 
revenue department. Those which 
showed that all profits had been re- 
turned to patrons, or that no profit had 
been made in marketing activities, 
would have been exempt from taxa- 
tion. In cases where tax rates showed 
profits being held and not distributed 
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THE RISING OPPOSITION TO CO-OP TAX EXEMPTION 


to members, the co-ops would have been 
subject to state income and franchise 
taxes at ordinary rates. 

The North Carolina legislature re- 
jected this bill, but it did approve a 
resolution providing for a study group, 
consisting of two state senators and 
three appointees selected by the gov- 
ernor, to report to the 1949 session of 
the legislature on the feasibility of tax- 
ing cooperatives. 

In Kansas, the legislature approved 
a measure requiring all cooperatives to 
file income tax returns with the state, 
leaving final determination of exemp- 
tion under present laws up to the state 
revenue and taxation commission. Kan- 
sas has already conducted a 2-year 
study of the subject. A number of bills 
aimed at preventing Kansas co-ops 
from holding tax-exempt profits for 
expansion programs were voted down. 


ae legislature defeated a 
bill to tax as income the patron- 
age dividends of coOdperative associa- 
tions. The bill had been recommended 
by the state legislative council and 
would have taxed certain established 
co-op “reserve funds” now deductible 
in the computation of net income. A 
bill applying the state income tax to 
surplus co-op earnings was passed by 
the North Dakota senate, but was de- 
feated in the house, It was first 
amended in the house to exempt rural 
electrification codperatives. 

A resolution memorializing Con- 
gress to eliminate the Federal income 
tax exemption advantage of codpera- 
tives failed of passage in the Indiana 
legislature. Another midwestern state, 
Ohio, considered a bill requiring co- 
Operatives and other nonprofit or- 
ganizations to pay the same franchise 
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taxes as profit corporations. An Iowa 
legislature tax revision committee ap- 
proved a bill taxing co-ops on their 
property valuations, while a co-op tax 
bill reached the hearing stage in the 
Wisconsin legislature. 

As stated before, this does not seem 
to be an encouraging picture from the 
tax equality standpoint, but it repre- 
sents more legislative activity on the 
subject than has been noted in any re- 
cent legislative year. On the Federal 
side, the new Congress has already 
been the scene of numerous challenges 
to co-op tax exemptions. The House 
Ways and Means Committee of the 
79th Congress took sufficient cog- 
nizance of the alleged tax inequity 
to issue a report on the subject. There 
is strong evidence that new Ways and 
Means Committee co-op tax studies, 
and a possible start toward legislation, 
will be made at this session of Con- 
gress. 


}oges referring to the strengthening 
of opposition to this tax equality 
drive, there can only be one explanation 
of it. In parable form, it is this : Mother 
Nature has arranged to equip her ani- 
mal folk with heavier coats of fur and 
feathers when the winter will be extra 
cold. Taking a leaf from Mother Na- 
ture’s book, the Rural Electrification 
Administration co-ops and other singu- 
larly blessed codperative ventures are 
apparently preparing for the next, hard 
legislative winter. They undoubtedly 
realize that equality bills may fail many 
times, but that they must only pass 
once. 

The fact that the subject is get- 
ting more attention indicates rather 
clearly that a conclusive showdown may 
not be too far away. 
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Methods of Appraising 


Utility 


Stocks 


Factors which may influence the determination of 

their value since the retail offering price of the 

security does not necessarily determine its position in 
the investment world. 


By OWEN ELY* 


utility operating companies’ stocks 
have been added to the corporal’s 
guard of seasoned, old-line issues 
which had been traded on the New 
York Stock Exchange or the Curb for 
the last decade or more. Newcomers are 
constantly appearing as the holding 
companies disgorge their holdings un- 
der SEC mandates based on the Hold- 
ing Company Act of 1935. Some of 
these issues are sold outright, and 
others are distributed to security hold- 
ers of the holding company, either out- 
right or by issuance of rights. A few 
“new” companies have sold stock to 
raise needed construction funds, 
With this large number of new is- 
sues available for the investing public, 
it has become increasingly important 
for the utility analysts employed by 


I recent years some forty or fifty 





*Financial editor, Pustic Utimities Fort- 
NIGHTLY. 
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banking houses, institutions, and finan- 
cial services to set up statistical stand- 
ards by which to appraise utility equi- 
ties. Bankers who head groups to bid 
for utility stock offerings usually pre- 
pare “comparison sheets” which pre- 
sent uniform statistical data for the 
new issue and for ten or fifteen other 
stocks which are considered compara- 
ble. 

The statistical tables cannot, of 
course, cover the whole range of fac- 
tors which should be considered in pre- 
paring a bid for the issue. Hence, edu- 
cational and exploratory meetings are 
held. First there is the official “due 
diligence” meeting, attended by repre- 
sentatives of all the underwriting 
groups, at which the prospectus is care- 
fully studied, questions answered by 
officials of the issuing company, and 
descriptive talks given by these officials. 
There may also be special meetings for 
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METHODS OF APPRAISING UTILITY STOCKS 


the benefit of each individual group, 
with company officers or outside ex- 
perts in attendance. Finally, there are 
the important price meetings held by 
each group—the first being usually 
held a day or so before the bidding, and 
the final one shortly before the bids are 
presented. The house heading each 
group, in addition to distributing to its 
members the prospectuses and numer- 
ous other documents, may also prepare 
descriptive memoranda, graphs of the 
company’s growth, etc. 


HE retail offering price of the se- 

curity, however, does not neces- 
sarily determine its position in the in- 
vestment world. The underwriting 
groups may have been too optimistic 
under the stimulus of spirited bidding 
—or overly pessimistic because of mar- 
ket conditions or a congestion of new 
issues. Institutions may hesitate to buy 
the new equity until they have investi- 
gated it thoroughly and the stock has 
acquired some market seasoning. More- 
over, Wall Street is always interested 
in exploring the reasons why certain 
issues sell at widely different yields and 
price-earnings ratios, for such analyses 
may uncover bargains which they can 
point out to their customers, Hence, a 
list of twenty-five factors to be studied 
in appraising electric-gas utility stocks 
may be of interest. These may be sum- 
marized as follows: 


1. Dividend rate and yield. 

2. Latest pro forma earnings, and 
the price-earnings ratio. 

3. The common stock equity—per- 
centage of total capital and sur- 
plus. 

4. Length of time traded. 

5. Number of shares, and proportion 
of stock in hands of the public. 

6. Where traded (listed or unlisted). 
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7. Size.of the company. 

8. Character of the area served. 

9. Industrial conditions, growth char- 

acteristics, etc. 

10. History of earnings and dividends. 

11. Proportion of revenues obtained 

from various services, and analysis 
of the services other than electric. 

12. Character of the electric load. 

13. Competition, public ownership, 

public power projects, franchises, 

etc. 

The operating plant, its character, 

age, proposed construction, etc. 

15. Residential rates and usage com- 

pared with other companies, U, S. 
averages, etc. 

16. Recent or pending rate cuts. 

17. Character of commission regula- 

tion. 

18. Character of rate base (if any). 

19. Regulatory standards of “fair re- 

turn.” 

Local statutes, court rulings, and 

miscellaneous regulatory factors. 

21. Analysis of plant account, intangi- 

bles, write-offs, etc. 

22. Analysis of depreciation reserve. 

23. Book value per share. 

24. Special income account factors— 
amortization of plant write-offs, 
dividend restrictions, etc. 

. Federal taxes, and special charges 
in lieu of taxes. 


14. 


20. 


g would be possible to write a small 
textbook on the analysis of utility 
stocks, but in this article there is space 
only for brief comment on our list of 
twenty-five factors. 


The dividend rate and yield are by 
far the most important factors in the 
price of a utility stock. New issues are 
priced largely on the basis of yield as 
compared with similar issues, particu- 
larly those recently issued. Holding 
companies are becoming increasingly 
dividend conscious in the sale of their 
holdings. This was illustrated recently 
in the case of Standard Gas & Electric 
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offerings. It was originally proposed to 
place Oklahoma Gas & Electric on a $2 
dividend basis but the offering was de- 
layed and the indicated dividend rate 
was raised to $2.20. Similarly, the rate 
on Mountain States Power was raised 
from $1.50 (the 1946 rate) to $1.80 
(the quarterly payment in January was 
45 cents) and then to $2.50 (the indi- 
cated rate in the prospectus). As a re- 
sult, the stock advanced from last year’s 
range of 324-324 to around 36-7 or 
approximately a 7 per cent yield basis. 
It is obvious that the investing public 
prefers a dividend dollar in the hand 
to $2 of earnings “in the bush.” 


Sees the importance of divi- 
dends, earnings do, of course, 
play a role. But it is obvious that Wall 
Street has been a little mistrustful of 
some of the sensational increases in 
share earnings figures for 1946. Some 
of these stocks have continued to sell 
at low multiples of earnings—8-12 
compared with 15-20 for seasoned divi- 
dend payers. In most cases it was feared 
that, with a ratio of earnings to esti- 
mated rate base of 7-8 per cent or more, 
regulatory authorities would take dras- 
tic action to reduce residential rates. 
Despite the fact that most rate cuts of 
1946 have been of a negotiated char- 
acter and have not robbed the utilities 
of their entire earnings gains, Wall 
Street usually remains somewhat skep- 
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tical until a dividend increase indicates 
that no further rate cuts are feared. 
There has also doubtless been some 
feeling that the 1946 increases might 
largely be lost through higher costs in 
1947; but this argument would apply 
with equal force to all companies, not 
merely those fortunate enough to make 
substantial gains. While it would re- 
quire a good deal of statistical research 
to determine the relative weights as- 
signed to (1) earnings paid out, (2) 
“normal” earnings retained, and (3) 
abnormal gains (as in 1946) retained, 
it is obvious that the rate of capitaliza- 
tion declines sharply from 1 to 3. 


a recently the utility analyst 
was handicapped by the necessity 
of estimating 1946 earnings on a pro 
forma basis, due to complications over 
tax savings, special charges in lieu of 
taxes, etc. The latter figures were sel- 
dom placed where they belonged— 
alongside taxes on income—and this 
led to some weird results, for example, 
in the combined figures for all utilities 
as published by the Federal Power 
Commission. These difficulties may be 
partially responsible for the mistrust of 
favorable 1946 results. The calendar 
year 1946 figures now available will 
for the first time completely eliminate 
excess profits taxes and special non- 
recurring charges such as the write-offs 
of security premiums and cost of fi- 


“THE retail offering price of the security .. . does not neces- 
sarily determine its position in the investment world. The 
underwriting groups may have been too optimistic under the 
stimulus of spirited bidding—or overly pessimistic because of 
market conditions or a congestion of new issues. Institutions 
may hesitate to buy the new equity until they have inves- 
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tigated it thoroughly... 
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METHODS OF APPRAISING UTILITY STOCKS 


nancing, accelerated wartime deprecia- 
tion, etc. It will no longer be necessary 
to estimate pro forma figures on the 
new tax basis although the usual ir- 
regularities will remain due to interim 
refundings, wage increases, rate cuts, 
etc. Price-earnings ratios, from now 
on, will be on a sounder basis for com- 
parative purposes. 

A very important item in the market 
appraisal of utility equities is the ratio 
of common stock equity (including sur- 
plus) to total capital and surplus. In re- 
cent years this equity has shrunk sharp- 
ly for some issues; for example, Con- 
solidated Edison’s book value for com- 
mon stock would be cut about in half if 
the “earmarked” surplus (reserved for 
possible write-offs or changes in depre- 
ciation reserve) should be eliminated 
from the calculation. In general, the 
most popular investment stocks appear 
to be those with equity percentages of 
40 to 100 per cent. Naturally, the divi- 
dends on these low-leverage issues are 
safer than those on stocks with high 
leverage. However, the importance of 
this factor is somewhat offset by two 
points. (1) A number of these conserv- 
ative, high-equity issues are New 
England stocks, especially popular with 
local investors; and (2) most of the 
issues pay out a relatively large per- 
centage of earnings in dividends, which 
makes for high price-earnings ratios. 


ee “length of time traded,” 
new issues seem to require a year 
or so of seasoning before they sell on a 
similar yield basis to offerings of 
earlier years. Possible reasons may be 
(1) the heavy volume of 1946-7 offer- 
ings, (2) reluctance of many institu- 
tions to buy the new issues, and (3) 
the SEC rule against disseminating 
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memoranda on these companies unless 
accompanied by the prospectus (for 
one year after offering). 

The size of the company and the 
number of shares outstanding appear 
to have only a moderate effect on 
share values. However, the smaller is- 
sues must naturally seek more of a local 
market, while the bigger issues, with 
well-known “names,” acquire a na- 
tional standing more quickly. Natural- 
ly, stocks with only a small proportion 
of the issue in the hands of the public, 
such as Wisconsin Electric Power and 
New Orleans Public Service, may have 
relatively inactive markets and a some- 
what lower investment standing as a 
result. 

Listing on the Stock Exchange or 
the Curb does not seem to have any out- 
standing effect on prices. The extent of 
dealer interest in active over-counter 
issues is perhaps not generally realized. 
For example, a number of circulars 
have been issued in the past few months 
by brokers on Northern Indiana Public 
Service, an over-counter stock. Over- 
counter dealers’ profits for investment 
placement of such issues are generally 
larger than the commissions on the Ex- 
change. Thus, the failure to list may 
not unduly handicap a stock, though 
there are no doubt many advantages of 
a permanent nature obtained by listing. 


6 ion size of the company is, like the 
number of shares, at least a tem- 
porary factor. The small company is at 
a disadvantage until its stock is thor- 
oughly seasoned and familiar to in- 
vestors. 

The character of the area served— 
big city, a large mixed area, or rural 
territory—does not appear to be a rul- 
ing consideration. A company serving 
JUNE 19, 1947 
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66 S bw dividend rate and yield are by far the most important factors 

in the price of a utility stock. New issues are priced largely on 

the basis of yield as compared with similar issues, particularly those re- 

cently issued. Holding companies are becoming increasingly dividend 
conscious in the sale of their holdings.” 





many municipalities or a large territory 
may have more diversified operations, 
but the utility business is so standard- 
ized that the element of risk in serving 
only one city is not given much weight. 

Industrial conditions and growth 
characteristics in the area served may 
be of considerable importance in in- 
dividual cases, When Empire District 
Electric stock was offered to the public, 
there was some discussion of the possi- 
ble uncertain outlook for the zinc-lead 
mines in its territory; similarly, when 
Scranton Electric was offered, the con- 
centration of anthracite coal mining in 
its area was carefully studied by bank- 
ers’ representatives who inspected the 
property. 

On the other hand, areas with 
marked growth possibilities, such as 
Texas, have a favorable talking point. 
However, because of the rather intangi- 
ble nature of growth, and the fear that 
commission regulation will take away 
some of the benefits otherwise obtain- 
able, the growth idea has less weight 
than with industrial equities. 
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7 history of earnings and divi- 
dends does not seem to carry a 
great deal of weight, except that (as 
mentioned above) investors may be a 
little skeptical of a sudden jump of 
earnings and dividends. It is generally 
realized that some companies have en- 
joyed a complete metamorphosis in re- 
cent years due to refundings, write- 
offs, tax savings, etc., and investors are 
apt to be realistic in their appraisal. 
However, the long dividend records 
enjoyed by some old-line utilities doubt- 
less improve their investment standing. 

In some individual cases the propor- 
tion of nonelectric revenues may be of 
considerable importance. Thus, the 
stocks of companies with a relatively 
large amount of traction earnings, such 
as Birmingham Electric and Puget 
Sound Power & Light, seemed to suf- 
fer marketwise as a result—presum- 
ably due to fears of a future decline in 
transit earnings. 

The character of the electric load is 
given moderate weight by the statisti- 
cians. A heavy residential load is re- 
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METHODS OF APPRAISING UTILITY STOCKS 


garded with some favor, on the theory 
that the company’s business may be 
more stable, and that residential busi- 
ness is usually more profitable. As to 
the industrial load, a well-diversified 
list of customers is desirable rather 
than two or three big industrial com- 
panies, for obvious reasons. 


BP yernenpenes with government 
power enterprises and doubts over 
encroaching power projects may have 
a depressing effect on the price of the 
utility stock. Here again Puget Sound 
Power & Light appears to be a good 
example. Franchise problems occasion- 
ally worry investors, though nobody 
seems greatly concerned over the re- 
newal next September of Common- 
wealth Edison’s Chicago franchise. 
As to the operating plant, there 
seems to be little distinction as between 
hydro and steam plants, although a few 
hydro companies, such as Duke Power 
and Pennsylvania Water & Power, may 
have enjoyed a slightly better market 
rating than similar steam companies. 
(The Pennsylvania company has been 
adversely affected by other factors. ) 
Theoretically, a hydro plant should be 
a better risk because the plant is longer 
lived, but obsolescence may prove just 
as serious as with a steam plant, par- 
ticularly if atomic power is commer- 
cially developed. The age of a plant is 
occasionally given adverse weight in 
appraising a stock while, on the other 
hand, a substantial rebuilding program 
is a favorable point provided the capi- 
tal changes involved are not too drastic. 
Residential rates and usage are usual- 
ly studied carefully by analysts but 
do not always seem to have much effect 
on the final result. Mountain States 
Power and Puget Sound have very low 
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rates and high usage, but their stocks 
are selling to yield 7 per cent or over 
compared with 4-5 per cent for many 
stocks with higher rates. Comparison 
with other local companies, or compa- 
nies with a similar setup, is necessary. 


| panal or pending rate cuts are 
usually considered favorable rather 
than otherwise, since they are taken to 
indicate that the company has, tem- 
porarily at least, come to an under- 
standing with its local commission. 
Moreover, it is generally accepted 
philosophy that rate cuts are partially 
offset by income taxes and that they 
stimulate business. 

The character of commission regu- 
lation is highly important, but is usual- 
ly something of a mystery to the aver- 
age investor. Informed buyers careful- 
ly study the philosophy and policies of 
the local and Federal commissions 
which regulate the affairs of a particu- 
lar company. For example, the present 
Pennsylvania commission is much 
more liberal in its viewpoint than a few 
years ago. New York’s commission is 
generally considered strict because 
of Chairman Maltbie’s definite views 
regarding depreciation, plant write- 
offs, rate cuts, etc. Of course, his poli- 
cies may ultimately prove best for the 
companies affected; nevertheless, they 
may temporarily prove an adverse mar- 
ket factor. 

The character of the rate base is be- 
coming less important as more and 
more companies adjust their plant ac- 
counts to an original cost basis. How- 
ever, some states still consider other 
factors than original cost, and a liberal 
attitude on this point (as in Pennsyl- 
vania and Ohio) is always reassuring. 

The same comment will apply to 
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regulatory standards of “fair return.” 

Here again there is a considerable ele- 
db 

ment of mystery. 


Soe investors inquire what a utility 

would earn on its common stock if 
limited to a “fair return” of 6 per cent 
or even 53 per cent. They may ignore 
the fact that in Texas, for example, the 
legislature permits earnings up to 8 per 
cent and also that the commissions in 
general seldom hew closely to the line. 
Many rate cuts are made on a volun- 
tary or negotiated basis, and the com- 
mission does not attempt to work out a 
rate base. Moreover, investors who try 
to apply the 6 per cent idea are handi- 
capped because they rarely know how 
the commission would regard the rate 
base—of course, original net cost is 
usually “rock bottom,” but there are 
exceptions even to this rule (as with 
Consolidated Edison). 

As to other regulatory factors, we 
have already mentioned the liberal 
Texas law. Other local statutes some- 
times fix standards of valuation for the 
commission. In several states, such as 
Texas and Ohio, municipalities play a 
role. There are many “angles’’ to the 
regulatory factor. 

As indicated above, the utility 
analyst, studying any particular issue, 
must take a close look at the balance 
sheet to see whether plant account had 
been written down to bedrock. Usually 
it is necessary to read carefully the 


highly technical footnotes in the pro- 
spectus or annual report, explaining 
just what has been done. 

The ratio of the depreciation reserve 
to plant account is fairly important. If 
the ratio is low, there is always some 
doubt as to whether a commission may 
require a substantial increase, thus cut- 
ting into the common stock equity. 


_ value per share was discussed 
by the writer in a recent article. 
(See Fortnicutty of January 16, 
1947, page 85.) 

Special income account factors some- 
times play an important role in apprais- 
ing the market for a new issue, as with 
Public Service of Colorado sometime 
ago and Oklahoma Gas & Electric re- 
cently. These questions usually relate 
to the importance to be attached to 
plant write-offs in relation to earnings, 
special restrictions on dividends, etc. 

Federal taxes on income, as indi- 
cated above, are now a less important 
factor since excess profits taxes have 
been eliminated. However, the present 
38 per cent tax (as well as the special 
tax exemption on preferred stock divi- 
dends) must always be kept in mind 
by the careful student. 

There are doubtless a number of ad- 
ditional factors which might be consid- 
ered in addition to the above, but we 
have probably covered the major fac- 
tors usually taken into consideration in 
appraising utility equities. 





OVW HEN the Treasury was the only important borrower in the 
capital market, a degree of control over the level and the 
structure of interest rates was possible that cannot be attained under 
ordinary conditions. Hence, interest rates may be affected materially 
by the huge prospective demand for capital for business expansion 
and the financing of building on a vast scale.” 


JUNE 19, 1947 


—EpiTrorIAL STATEMENT, 
The Journal of Commerce. 
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Washington and the 


Utilities 


Headliners versus Sectionalism 


HE opening hearings on the new 

St. Lawrence Seaway Bill (SJRes 
111) featured sure-fire headliners, led 
by former President Hoover and Secre- 
tary of State Marshall. But when the 
testimony had gotten down to the lesser 
lights, the old ghost of transportation 
interests versus power interests began to 
haunt the new bill with threats of delay. 

It seems the public power bloc does not 
like the self-liquidating features of the 
bill, whereas Senator Vandenberg (Re- 
publican, Michigan) thought it was this 
self-paying feature which could put the 
seaway over. Senator Wagner (Demo- 
crat, New York) was reported to be 
preparing an amendment that would 
modify the self-liquidating feature of 
the bill so as to swing the support of the 
public power crowd squarely behind the 
bill. But if he does so he will clash with 
the seaway interests and the result will be 
delay. 

If that develops there is little chance 
for Senator Wiley (Republican, Wiscon- 
sin) to keep the timetable on schedule. 
Wiley had planned to have 2-day hear- 
ings for the opposition some time in mid- 
June, with an additional day for joint 
rebuttal. After that Senator Wiley hoped 
to complete his subcommittee report in 
time for committee action by the Foreign 
Relations group, so that the Senate might 
vote on the measure before recess. If re- 
cess comes in mid-July, as expected, and 
if the seaway and power interests do not 
compromise their differences very soon, 
it is pretty hard to see how Senator 
Wiley will come out on time. 

One thing seems pretty certain. The 
House will not be able to pass on it be- 
fore next year. 


841 


ata \ 


; i iM Aa” 





ECRETARY Marshall, wartime Army 
Chief of Staff, declared that the sea- 
way would prove a vital link in defense 
of the United States and the North 
American continent in any future atomic 
war. Mr. Hoover agreed, and cited also 
the economic value and necessity of the 
seaway to relieve the nation’s transporta- 
tion shortage. He emphatically denied 
that the waterway would compete with or 
injure the nation’s railroads. 

The two men thus gave bipartisan sup- 
port to the St. Lawrence project in ap- 
pearing as the first witnesses at hearings 
on the proposal before a subcommittee 
of the Senate Foreign Relations Com- 
mittee. Both endorsed the self-liquida- 
tion feature of the waterway—involving 
collection of tolls as well as sale of elec- 
tric power—as proposed in the bill under 
consideration, sponsored by a group of 
Senators headed by Senator Vanden- 
berg, chairman of the Foreign Relations 
Committee. 

Senator Wiley announced as the hear- 
ings opened that he was confident the 
Senate would take some action on the 
project at the current session. 

A parade of other witnesses urged 
prompt approval of the seaway project, 
including Leland Olds, member and 
former chairman of the Federal Power 
Commission, and Major General Fran- 
cis B. Wilby, chairman of the New York 
State Power Authority, which would 
distribute power developed by the proj- 
ect. 

aa 


Olds Sees Cut in Power Costs 


R. OLDs presented detailed surveys 
to show the need of New York 
and adjoining states for the additional 
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“cheap” power to be generated by the St. 
Lawrence project. He testified that the 
power generated on the St. Lawrence 
could be supplied to the areas, including 
New York city, at an average cost rough- 
ly half that for the electricity they now re- 
ceive from steam generators. The areas 
served, he said, would include all of New 
York state, New England with the ex- 
ception of Maine, and northern New 
Jersey and northeastern Pennsylvania. 

Mr. Olds also asserted that the short- 
age of power in this area was so acute 
that the War Production Board had in 
effect “boycotted” the region during the 
war for the establishment of new indus- 
tries. 

General Wilby told the subcommittee 
that the trustees of the Power Authority 
had unanimously approved the proposed 
bill, and vigorously disputed fears of the 
railroads and port cities, including New 
York, that they would be “hurt” by the 
project. 

Mr. Hoover, testifying on the same 
point, declared that virtually all the goods 
to move over the projected seaway would 
be for export and that it would not, there- 
fore, be competitive with the railroads in 
transporting domestic goods between the 
East and Midwest. 

Secretary Marshall declared that 
many American lives might have been 
saved in World War II had the St. Law- 
rence seaway been available for ships 
which had to face the German submarine 
menace off the Atlantic coast. He also 
disclosed that the permanent joint board 
of defense of the United States and 
Canada had recently approved the proj- 
ect as a “direct contribution to the se- 
curity of the American continent.” 


para Marshall summarized four 
military advantages of the seaway as 
follows: 


1. Make possible the construction 
of warships in the security of inland 
waterways. 

2..Create a new line of communi- 
cation to the industrial heart of the 
United States and Canada. 

3. Create an enormous source of 
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power in an area that needs it and has 

no projects similar to those on the 

Tennessee, Columbia, and Colorado 

rivers. 

4. Contribute to the over-all eco- 
nomic strength of the United States by 
stimulating industrial development in 
this region. 

Mr. Hoover recalled he had headed the 
commission which prepared the original 
plans for the seaway in 1924-28. He 
said he was as confident now as then that 
the $500,000,000 seaway would be self- 
supporting. 

Others who testified in favor of the 
project included Daniel W. Hoan, former 
mayor of Milwaukee and president of 
the Great Lakes Harbors Association; 
Frank C. Barnes of the Michigan Great 
Lakes Tidewater Commission ; and Julius 
Barnes, of Duluth, Minnesota, president 
of the National St. Lawrence Association 
and former president of the United 
States Chamber of Commerce. 


vd 


Buck Passed on Reclamation 
Issue 


ne reclamation power revenues 
pay interest to the Reclamation 
fund, or directly to the general fund of 
the Treasury? This much-argued ques- 
tion appeared likely to be put on the 
shelf for awhile as both House and Sen- 
ate took new steps to resolve the issue. 
The House Public Lands Committee, 
after battling for weeks over two con- 
flicting bills designed to clarify the intent 
of Congress on power revenue payments, 
dragged out a new delaying maneuver by 
submitting the controversial legislation, 
with accompanying data in support of 
each bill, to the governors of ten western 
states for their suggestions. This action 
brought criticism from Senator Dwor- 
shak (Republican, Idaho), an outspoken 
opponent of the Reclamation Bureau, 
who charged that the correspondence to 
the governors was “loaded” in favor of 
the bureau-supported bill. 

When the conflict flared at hearings on 
the Interior Department’s 1948 Appro- 
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WASHINGTON AND THE UTILITIES 


priation Bill, Senator Wherry (Republi- 
can, Nebraska) asked that the opinion of 
the Attorney General be obtained in the 
matter. This action was seen as possible 
clarification for the muddled issue. But 
it will have the immediate effect of de- 
laying further congressional action on it. 
The Reclamation Bureau has directed its 
efforts mainly at just such a delay. Chair- 
man Welch (Republican, California) of 
the House Public Lands Committee has 
warned his subcommittee not to expect 
any committee action on this type of 
legislation at this session. 


bg 
Agitation in Flood Control 


To things have come up in Congress 
which threaten to stir up quite a bit 
of controversy among the perennial sup- 
porters of pork-barrel legislation, especi- 
ally in the flood-control project category. 
For years the custom in Congress has 
been for successive congressional sessions 
to honor the authorization of flood-con- 
trol projects by previous sessions of Con- 
gress to the extent of carrying on the 
work with sufficient appropriations from 
year to year. But the 80th Congress, 
which is Republican, found the statute 
books loaded down with authorizations 
approved by a preceding Democratic- 
controlled Congress, and there is some 
sign of rebellion against precedent. 

“Why should we upset our economy 
plans by voting continued appropriations 
for projects which were authorized under 
the Democrats and for which the Demo- 
crats already have taken credit?” This is 
the gist of the argument on a partisan 
basis. But there also is some argument 
on the merits to the movement now under 
way for a “deauthorization” of these 
projects, especially those on which only 
minor progress has been made. It was 
pointed out that some of them have been 
hanging around without much progress 
for some time—years, in fact. 

If they are still needed, it is argued, 
the proponents should not object to com- 
ing in and showing justification all over 
again in the light of current conditions. 
Failure or refusal to justify would give 
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rise to suspicion that there is no longer 
need for the projects. 

In any event, Chairman Dondero (Re- 
publican, Michigan) of the House Pub- 
lic Works Committee is out to knock the 
authorization from under a number of 
projects for the Army Engineers. Three 
of those under question are Clark Hill 
in Georgia, McNary dam in Oregon, and 
Osceola dam in Missouri. Army has 
spent over $5,000,000 in preliminary 
work on Clark Hill, but a private power 
company stands ready to assume the 
building expense entirely. Such expense 


is estimated at $46,000,000. 


HETHER or not the Public Works 
Committee can succeed in killing 
any dam’s authorization, the committee 
will be given time to testify at flood-con- 
trol appropriations hearings now going 
on in the House. Strong objections to 
large outlays of funds for dams whose 
principal purpose is power generation 
will be made by Public Works Committee 
representatives. There is opposition over 
such deauthorization, mainly from 
southerners who have annually drawn 
large sums for flood control in their 
states. But the majority strength now 
appears sufficient to limit budget ex- 
penses this year. One Congressman told 
a top-ranking Army Engineer, “If we 
gave you $300,000,000 a year for the 
next twenty years, you’d still have ap- 
proved projects left on your shelf.” 
The second development of interest on 
the flood-control front was the battle for 
control over flood-control projects built 
by the Army Engineers. In this case the 
House Public Works Committee seems 
disposed to back the Army as against re- 
sistance by the Interior Department to 
any measure which would switch control 
over the marketing of surplus power to 
the Army Engineers. And that is just 
what the Dondero Bill (HR 3036) would 
do. It would amend the 1944 Flood Con- 
trol Act so as to strip Interior of its mar- 
keting authority and shift the same to the 
Secretary of War. It also would prevent 
building of duplicate transmission lines 
from Army Engineers’ dams. 
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Representatives of so-called “public 
bodies,” such as farmers’ unions and 
rural codperatives, opposed the bill, be- 
cause it gives the Federal Power Com- 
mission the right to deny those groups 
power sale preference if the power 
potentialities of a project are not fully 
utilized in serving them. War Depart- 
ment officials were scheduled to testify 
early this month, while Interior leaders, 
including Arthur E. Goldschmidt, of the 
languishing power division, will fight the 
bill’s passage in mid-June hearings. This 
bill is another of those already pro- 
grammed for showdown next session. 


¥ 
Gas-electric Horse Trading 
U’ to the end of May it did not look 


as if there was much chance of 
either the Miller Bill (HR 2973) or the 
Rizley Bill (HR 2195) getting out of the 
House Interstate and Foreign Commerce 
Committee before the end of the session. 
Now the chances of both of these bills 
are considerably improved. The improve- 
ment is reported to be the result of an 
agreement between the congressional 
supporters of both bills. 

Although both measures would restrict 
the powers of the Federal Power Com- 
mission, they involve entirely different 
types of regulatory control. The Miller 
Bill, which would get around certain 
Supreme Court decisions enlarging FPC 
jurisdiction over electric power opera- 
tions, is sought by certain New England 
Congressmen, led by Representative Mil- 
ler (Republican, Connecticut). He acted 
upon complaint of certain constituents 
who were not even in the utility business. 
They were the owners of a small textile 
mill using a limited water supply. Mil- 
ler’s bill, among other things, would re- 
lieve such concerns from FPC regula- 
tion, which is otherwise indicated by the 
Supreme Court decision in the New 
River Case. The Rizley Bill is supported 
by southwestern Congressmen who have 
been receiving complaints from oil and 
gas producers of the alleged ambitions of 
FPC to control the production, gather- 
ing, and “end use” of gas. 
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If the alliance takes effect, both bills 
may well muster enough votes to win 
their way to the House floor. Otherwise 
they are not likely to get much of a play 
this session. The Rizley Bill hearings 
were scheduled to be concluded early in 
June. Hearings on the Miller Bill were 
scheduled to open on June 23rd. Chances 
of its eventual passage were improved by 
the recent endorsement of the National 
Association of Railroad and Utilities 
Commissioners, with minor changes ac- 
cepted by the author. 

Incidentally, the FPC has exempted 
from the necessity of applying for a 
“grandfather clause” certificate, the Fin- 
Ker Oil & Gas Production Company. 
This company operates oil and gas acre- 
age in Kansas and confines its natural 
gas operations to production, gathering, 
and sales, principally to the unaffiliated 
Kansas-Nebraska Natural Gas Com- 
pany. The commission held that under 
the circumstances the Fin-Ker Company 
was not subject to FPC jurisdiction as a 
natural gas company, and distinguished 
this case from the Interstate Natural Gas 
Company Case (now before the U. S. 
Supreme Court) by pointing to the pre- 
dominantly interstate commerce charac- 
teristics of the latter. 


a 


Senate FPC Nomination Control 


HE jurisdictional fight between two 

Senate committees—Interstate and 
Foreign Commerce and Public Works— 
over the right to approve nominees to the 
Federal Power Commission may go to 
the Senate floor for a showdown, Public 
Works Chairman Revercomb (Republi- 
can, West Virginia) now has his com- 
mittee’s approval to insist on a “final legal 
interpretation” by the Senate, The ques- 
tion turns on the language in the Con- 
gressional Reorganization Act of 1946, 
which gives the Public Works Committee 
jurisdiction over “water power.” Senator 
White, leader of the Interstate and For- 
eign Commerce group, is being urged to 
fight back. The test involves con- 
firmation of Burton N. Behling to FPC. 
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Exchange Calls 


And Gossip 


White Bill Would Set up 
FCC Telephone Division 


prongs Wallace H. White, Republi- 
can of Maine, dropped his long- 
awaited bill amending the Federal Com- 
munications Act in the Senate bill hop- 
per late last month. Although it has been 
labeled by its sponsor as a “radio bill,” 
there is considerable food for thought for 
telephone and telegraph interests in the 
measure. Most important of all is the 
proposal to split the commission into two 
groups of three members each, with the 
chairman as coordinator. One group 
would deal only with broadcast, tele- 
vision, facsimile, and kindred communi- 
cations intended for public reception, 
and would be known as the broadcast 
division. The other group, called the 
common carrier division, would have 
similar jurisdiction over common car- 
riers and communications “intended for 
a designated addressee,” as defined in 
the bill. The full commission would have 
authority over radio frequencies, ama- 
teur, emergency, aircraft, and maritime 
services, and licensing of operators and 
personnel. 

This separation plan was originally 
set up in the Senate version of the FCC 
bill back in 1934, but was abandoned. It 
has always been the understanding that 
the commission could split itself, on its 
own initiative, into two such groups, but 
it has never done so. Senator White 
said when he introduced his bill that this 
“abandonment has operated to the detri- 
ment of orderly procedure and to wise 
administration and regulation.” The 
Senator declared that rate-making and 
public utility concepts are essential to 
regulation of private communications, 
but have no application in the radio field. 
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He also pointed out that the commission 
had concentrated most of its attention on 
radio, because its problems are more 
popular and interesting. This, he said, 
had interfered with the commission’s 
proper handling of the less colorful tele- 
phone and telegraph industry. He thinks 
the split commission would expedite tele- 
phone and telegraph regulation. 


Sg post of chairman of the FCC 
would become almost completely 
administrative under the White Bill. He 
would participate fully in all commission 
matters “except the determination and 
decision of contested matters which are 
made the exclusive business of the divi- 
sions.” The one real task assigned him 
under the amendatory bill is that of offi- 
cial spokesman for the commission, and 
him only. This provision has the effect 
of muzzling the individual members of 
the FCC, who occasionally have very out- 
spoken views on regulatory matters, and 
who have caused both the commission 
and the communications industry some 
embarrassment in the past. Under the 
bill, the President would no longer name 
the FCC’s chairman, who would be elect- 
ed annually by the commission itself. 

This would very much affect the politi- 
cal importance of the FCC’s top post, 
both in the presidential nomination and 
in the carrying out of the chairman’s 
duties before Congress and with the 
communications industry. 

Such emasculation of the chairman’s 
powers is only made palatable to the 
commission at all by giving it authority 
to shift the job around every year. 

The commission will have to confess 
its sins as well as its successes to Con- 
gress each year, if the White Bill passes 
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as written. A new and comprehensive re- 
port is required calling for (1) informa- 
tion and data bearing on the problems of 
regulation of interstate and foreign wire 
and radio communication ; (2) informa- 
tion on the general administrative opera- 
tions of the commission so that Congress 
may readily understand what the com- 
mission has done or failed to do; (3) 
information concerning personnel hired, 
fired, and why; (4) information in de- 
tail of all sums expended by the commis- 
sion, for what purpose, and under what 
authority ; (5) specific recommendations 
on necessary additional legislation and 
the reasons therefor. At the same time, 
the new bill would limit the right of the 
commission to require reports from 
licensees which are not necessary to 
carry out its regulatory job. 


al 
House Lays Aside FCC Scalpel? 
O* of the most significant things 


about the introduction of the new 

bill was the fact that it was simultaneous- 
ly presented in the House by the chair- 
man of the House Interstate and Foreign 
Commerce Committee, Representative 
Charles A. Wolverton of New Jersey. 
Mr. Wolverton’s endorsement of the 
measure marked at least a slight change 
in committee policy, for his previous posi- 
tion on FCC has been that the commission 
should be investigated first, and legis- 
lated later. Early in the session he intro- 
duced a resolution calling for a subcom- 
mittee of his own Interstate group to 
probe FCC. There was every indication 
that he was seeking the answers to many 
questions which remained unanswered 
in 1944, when a similar investigation was 
frustrated by wartime secrecy require- 
ments. However, House leaders evi- 
dently vetoed the probe, for the powerful 
Rules Committee buried the resolution 
and has so far failed to consider it. Wol- 
verton’s committee aides insist that the 
probe is still in the cards, that it really 
has no connection with possible action 
on the White Bill, and that something 
may come of it yet. 
Nevertheless, the 
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Iouse committee 


plans early action on the White Bill. A 
subcommittee led by Representative 
Evan Howell, Republican of Illinois, is 
doing preliminary work on it at present. 
Since the hopes are that the bill will be 
ready for passage in the next session, it 
would seem that any investigation, which 
must necessarily be somewhat lengthy 
and exhaustive, is growing less and less 
likely. Many Congressmen would like to 
know more about what went on in the 
commission during the war years, but 
their interest might come under the head- 
ing of curiosity rather than legislative in- 
tent, if the FCC Act were amended be- 
forehand, Senate hearings on the White 
Bill were scheduled to begin June 17th. 


* 


Taxes Get Housecleaning 


Pyne renovation of the nation’s 
tax structure seems certain to be 
one of Congress’ major jobs next ses- 
sion. The overhaul is now under way in 
the House Ways and Means Committee, 
which opened hearings on the general 
subject of taxes last month. And the 
very first tax to get committee attention 
was the excise levy on communications— 
telephone and telegraph. Representa- 
tives of the Bell system, United States 
Independent Telephone Association, 
and Western Union asked for outright 
repeal of the excises, imposed during the 
war, which group these services under 
the “luxury” label. All made the point 
that these taxes were not levied on the 
companies, but on the eventual consumer, 
the phoning public. 

Harold V. Bozell, chairman of the 
USITA Tax Committee, recommended 
removing at least the 15 per cent tax on 
local exchange bills, if the committee did 
not feel disposed to repeal all telephone 
excise taxes in the near future. This 
would leave the 25 per cent interstate 
toll tax still in effect. Both Bell and in- 
dependent spokesmen pointed out that 
the interstate tax rate was actually 
higher than most luxury levies, which 
are set at 20 per cent on jewelry, furs, 
admissions, etc. Phone men also asked to 
be heard again when the committee con- 
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EXCHANGE CALLS AND GOSSIP 


siders corporate taxes. Allocation of tax 
costs between exchange and long-dis- 
tance calls may be discussed then, 
Joseph L. Egan, president of the 
Western Union Telegraph Company, 
asked for similar removal of the 25 per 
cent telegraph tax, which he said is 
strangling the wire company’s competi- 
tive position. Mr. Egan called the tax 
“discriminatory,” and estimated that it 
may cost the telegraphing public $43,- 
000,000 this year. All witnesses cited 
historical precedent to show that excises 
on essential services have only been im- 
posed in the past in emergencies, and 
have always been removed when emer- 
gencies are over. The early attention 
given by the committee to these items is 
indicative that a provision granting some 
relief will be included in the over-all tax 
amendment bill. The omnibus legislation 
is slated to be among the first to go into 
the House hopper when the next session 
of Congress begins on January 3, 1948. 


ad 


Triangular Phone Union Fuss 


are aguas effects of the telephone 
strike are now being reflected from 
union quarters, where the ill-fated at- 
tempt of the National Federation of 
Telephone Workers to establish national 
bargaining has resulted in a splintering of 
union strength. So far there are three 
major developments in the phone union 
situation. First, two large NFTW units 
are now counted in the camp of the CIO, 
at least for the moment. These are the 
nation-wide Long Lines Division, headed 
by NFTW’s former vice president, 
John J. Moran, and the Western Electric 
Employees Union. Both these unions, 
and some smaller ones, joined in form- 
ing a CIO Telephone Workers Organiz- 
ing Committee, under CIO Vice Presi- 
dent Charles Haywood, who is not a tele- 
phone man. 

Second development : The NFTW, de- 
spite the disintegration precipitated by 
its April strike, converted itself into the 
strong national Communications Work- 
ers of America. It officially voted in its 
new charter on June 10th at Miami, 
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Florida, and saw it approved by no less 
than 23 of its 35 units. This show of 
strength was calculated to discourage 
further raids by the CIO, which had con- 
tacted every NFTW unit, and made them 
an offer of an independent CIO charter 
and a promise that they would not be 
amalgamated with the Red-infested 
American Communications Association, 
CIO’s West coast telephone union. 
Whether the CIO would actually give 
renegade telephone leaders their heads, 
or whether some strong top-ranking 
CIO leader like Haywood would retain 
control, was a question that tended to dis- 
organize the movement of phone work- 
ers toward CIO. 

The third development was still dis- 
cussed only in whispers as this was writ- 
ten. It concerns possible affiliation of the 
new CWA with the American Federation 
of Labor. There has been much talk of 
this since John L. Lewis loaned the strik- 
ing phone union $100,000 last May, and 
chatter increased when AFL leaders 
backed NFTW President Beirne in his 
fight against union raiders. Beirne con- 
tinues to insist that AFL has made no 
offer to his union since 1946, but he has 
carefully left the door open to eventual 
affiliation, by answering all questions re- 
garding affiliation with: “Let’s organize 
one national union first.” 


wes the new national phone union 
was approved at .Miami, it was 
made clear that CWA not only took over 
all of NFTW’s assets, but all of its liabili- 
ties as well, including that debt to Lewis’ 
Mine Workers of $100,000. But there is 
more than money behind the backstage 
flirtation of CWA and AFL. There is 
the consideration of the tremendous 
amount of conservative union strength 
that AFL represents. There is the fact 
that the biggest competitor of CWA is 
an AFL affiliate—the International 
Brotherhood of Electrical Workers. And 
important, too, is CWA’s conviction that 
the CIO has not done an effective job for 
its West coast communications workers. 
While the step toward affiliation hangs 
fire, the Beirne outfit may yet emerge as 
the strongest single representative. 
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New Ideas on Utility 
Valuation 


Ye utility companies are vitally in- 
terested in the trend of sentiment 
relating to “fair value” and “fair return” 
in the Federal courts. Several recent opin- 
ions relate to these subjects. 

On April 2nd, Judge Mortimer Byers 
of the U. S. District Court, Eastern Dis- 
trict of New York, rendered a decision 
regarding the compensation to be paid 
Brooklyn Union Gas Company and Con- 
solidated Edison Company for certain 
property of these companies which had 
been used by the Navy during the war. 
The court brushed aside the usual valua- 
tion yardsticks such as original cost, re- 
production cost, etc., and asked that the 
companies submit claims based on the 
“capitalization of earnings.” Judge By- 
ers stated: 

I should suppose that a rational approach 
to the problem would start with the concept 
that what has been taken is not only physical 
equipment and the franchises, but the earn- 
ing power which attached thereto. The paral- 
lel of course is incomplete and only roughly 
apposite, but when an individual has suf- 
fered a permanent disability, his lack of 
earning capacity occasioned thereby is or- 
dinarily an element of compensation. 


HE companies employed Colonel 

Morris R. Scharff, an independent 
consulting engineer, who presented testi- 
mony along the lines suggested by the 
court, The method adopted was an in- 
teresting combination of current operat- 
ing income with capital costs (including 
depreciation) adjusted to a plant repro- 
duction basis. Thus the inefficiency of 
the present plant (as compared with the 
JUNE 19, 1947 


Financial News 


and 
Comment 


By OWEN ELY 


new) was taken into account, but the 
increased construction cost of the new 
plant was also included, together with 
the higher annual depreciation cost. The 
resulting composite net income figure was 
then capitalized at a percentage reflect- 
ing 6 per cent, plus an amortization fac- 
tor based on the remaining life of the 
existing plant, Assuming that capital cost 
for both old and new plants is 6 per cent, 
that the new plant would last forty years 
compared with twenty years’ remaining 
life for the old plant, and that net operat- 
ing income for the new plant is 20 per 
cent higher than for the old (because of 
greater efficiency), fair value of the ex- 
isting plant works out at about 65 per 
cent of reproduction cost. 

The new method of setting up “fair 
value” avoids the fallacy which the Fed- 
eral Power Commission and some other 
commissions seem to indulge in—apply- 
ing the current cost of obtaining capital 
against the original plant cost. If plant 
costs of a bygone era are to be substituted 
for acquisition cost or present-day repro- 
duction cost, it is unfair to apply today’s 
low rate of securing capital. While pres- 
ent construction costs are far higher than 
those usually reflected in original con- 
struction cost, the present cost of bor- 
rowing capital funds is substantially low- 
er than in past periods. If fair return is 
to be based on present monetary condi- 
tions, plant cost should be similarly ad- 
justed, but with due allowance for the 
lower operating efficiency and shorter 
life of the existing plant. 
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proach to develop a sort of basic anal- 
ysis of this important decision, which 
may prove to be a landmark in valuation 
theory. 

The New York Public Service Com- 
mission has been known as one of the 
“tough” commissions in requiring plant 
write-offs and increases in depreciation 
reserves. While the commission has acted 
independently of the FPC, it has, since 
1938, required that properties be stated 
at original cost when first devoted to pub- 
lic service, and it has also favored 
straight-line depreciation on a so-called 
retroactive basis. As a result, Consoli- 
dated Edison has been required to “ear- 
mark” about $165,000,000 of surplus for 
changes in net plant account. (The com- 
mission had suggested $209,000,000. ) 

The commission’s accounting orders 
have been subject to considerable litiea- 
tion, with mixed results, but as a prac- 
tical matter it has been able to enforce 
its views either directly through account- 
ing orders, or indirectly through the 
power to fix rates and regulate new se- 
curity issues. 

In a broad way, the New York com- 
mission and other commissions have been 
favored by the courts over the past dec- 
ade or so by the judicial procedure of 
recognizing commission decisions as final 
on a factual basis. In New York state 
orders of the public service commission 
have been reviewable only through cer- 
tiorari proceedings, the courts being 
bound to accept the commission’s opinion 
if “supported by substantial evidence.” 
But in a recent important decision the 
court of appeais, by a 4-to-3 rul- 
ing, held that a utility company (Staten 
Island Edison Corporation in this case) 
might obtain a judicial determination of 
the value of its property for rate-making 
purposes by claiming rates fixed by the 
commission to be confiscatory. Counsel 
for the commission has announced that 
the case will go to the U. S. Supreme 
Court, which may again throw open the 
whole question of valuation theory. 


¥y may well be that the Supreme Court’s 
consideration of this case will include 
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a careful analysis of the “original cost” 
theory. In many cases this theory may 
result in a rate base considerably lower 
than the cash amount actually invested 
in the property by present security hold- 
ers. So far as the writer is aware, the Su- 
preme Court has not yet ruled directly 
on this question. There is of course no 
judicial issue over the rights of com- 
missions to order adjustments of so- 
called “write-ups” on the books of utili- 
ties. It is the arbitrary cancellation of 
amounts actually invested which is the 
basic issue involved. While it is true that 
the adjustment is frequently effected by 
amortization over a 15-year period, this 
raises fresh questions as to whether the 
charge is an allowable expense item in 
connection with rates and taxes. 


* 


American & Foreign Power 


Plan 
F  gemmoy & ForeiIcn Power Com- 


PANY has recently filed a new re- 
capitalization plan with the Securities 
and Exchange Commission, Electric 
Bond and Share, the parent company, 
joined in submitting the plan, which 
supersedes an earlier management plan 
filed in October, 1944, A plan was also 
filed by the Norman Johnson group of 
second preferred stockholders in Octo- 
ber, 1946. The SEC has not published its 
findings or opinion on the two earlier 
plans. 

The principal issue has been as to the 
degree of subordination of the Electric 
Bond and Share interests in Foreign 
Power. At present Bond and Share owns 
$30,000,000 3 per cent serial notes, $19,- 
500,000 Cuban Electric debentures, about 
$8,000,000 preferred stock, 84 per cent 
of the large issue of second preferred 
stock, and 40 per cent of the common. 
Under the original management plan 
Bond and Share would have obtained 
about 76 per cent of the new common, 
while under the new plan it would 
own only 67 per cent. (Under both plans 
it would receive debentures and/or 
cash worth about $8,000,000.) Under the 
JUNE 19, 1947 
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Johnson plan, however, it would obtain 
only 42 per cent of the new common. 

Terms to the public holders of Foreign 
Power stocks under the three plans are 
listed in the table below. 

However, it is unfair to compare the 
allocations of common stock under the 
three plans because of the varying capi- 
tal structures proposed. For example, un- 
der the first management plan there 
would have been 2,500,000 shares of 
common, and the same amount under the 
Johnson plan, while under the amended 
management plan there would be 5,000,- 
000 shares. Similarly the amount of 
funded debt varied. Under the present 
plan it is proposed to issue $35,000,000 
debenture 34s and $83,292,700 4} per 
cent debentures. The 34s would be used, 
together with treasury cash, to refund 
the present $50,000,000 debenture 5s, 


NDER the original management plan 

pro forma earnings on the new 
common stock were estimated at $3.37 a 
share, while under the latest plan they 
would be $2.16, In 1946 Foreign Power 
had a net equity in the earnings of sub- 
sidiaries amounting to $17,054,336 and 
this would be increased under the plan 
to $17,972,698, principally due to adjust- 
ments in Cuban Electric bonds. Parent 
company interest charges would be in- 
creased by $1,620,185, but taxes would 
be reduced $434,000. The net result 
would be consolidated income of $10,- 
811,803 available for sinking funds and 
the new common stock, compared with 
actual income before preferred dividends 
of $11,079,626 in 1946. The initial sink- 
ing fund (assuming that retirements of 
the debenture 34s are spread evenly over 
the twenty-one years’ life) would ap- 


proximate $1,156,000. Share earnings 
available for dividends accordingly 
might be somewhat lessened, at least in 
the beginning. 

It is difficult to appraise the potential 
value of the new common stock, Under 
current market conditions some operat- 
ing companies’ stocks can be bought for 
about 8 to 10 times earnings, although 
more seasoned issues are priced to aver- 
age about 11-12 times. Holding company 
issues are difficult to appraise for vari- 
ous reasons, and this is particularly true 
of foreign companies, among which are 
included International Telephone, Bra- 
zilian Light & Traction, American Cable 
& Radio, etc. However, if we assume 
multiples of 6 and 8 times the earnings 
before sinking fund, and a price of 95 
for the new 4} per cent bonds, the “break- 
up” values would work out as follows: 
$7 preferred, $124-$130 compared with 
the recent market around 104; $6 pre- 
ferred, $111-$116 versus 94; second pre- 
ferred, 16-20 compared with a recent 
market price of 16; common stock 50 
cents-70 cents versus 3}. 

Obviously the common stock appears 
currently overpriced as compared with 
the senior stocks. The only justification 
would be the possible sale of Foreign 
Power properties at substantial values 
to foreign governments, or a sharp 
recovery in South American exchange 
values. 

It is possible that the Argentine 
properties might be disposed of. (Some 
of the subsidiary properties have been 
expropriated, with compensation unde- 
termined.) International Telephone made 
an excellent deal with General Peron, and 
it is possible that Foreign Power eventu- 
ally may do likewise, 


& 


First Amended 
Management Plan Johnson Plan Management Plan 
Bonds or Com. Bonds or Com. Bonds or Com. 
Cash Stock Cash Stock Cash Stock 
fee eee $100 $100 1 $110 14 
MINE i okasccccccsdes 100 3 100 4/5 100 13 
Second preferred ........... — 4 _ 1} — 1.2 
CT pataceeewassveseake — 1/50 — _: — 1/25 
MEL -cnvcedcededescneans _ —_ = ~ = 
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Individuality Characterizes 
Utility Annual Reports 














dete rmined, and the kind of information they 
want ascertained. The material which is 
finally brought together must be woven into 
a unified whole and the various interests 
reconciled as well as possible. 

As a result, the annual report as a whole 
should appeal to a wide audience consisting 


the company still. ...” 

There is a widely growing conception of 
the organized business enterprise, especially 
the corporation, as a semipublic institution, 
even as a social institution in which a large 
segment of the national economy has a stake. 
There is a rapidly growing awareness of 


, | ‘HE corporate annual report hasbeen These are the stockholders, the em- ; 
the subject of quite a good deal of ployees, and the public. Referenceisthen  § 
attention in recent months. Reference has _ made to each of these groups, as follows ‘ 
been made in the daily press to discus- Many firms have approximately as many 
sions, at the meetings of various associa- stockholders as employees. Nineteen firms 
tions with national membership, of the had more than 100,000 stockholders in 1944. 
P - ° 3 ° > ” —_ notes : ~ 
great importance of this class of publica- mt a the erg: ange ge Ale 
> . 9 e . stockholders runs into 1e miiions, pe aps 
tion in the affairs of business. m ee ee eee P 
. : : , no single group connected with industry can i 
In these discussions it was pointed out be called its “forgotten men” with more § 
that as a medium for the dissemination justification, considering the lack of infor- ' 
° ‘ <8 > > ¥ 
of information on corporate activities, the mation, the cuts in dividends, the double = § 
: . : . taxation, the losses of capital, and reduc- £ 
annual report, in numerous instances, is tion in real value through price increases ; 
not being used to the best advantage, to which they have been exposed. ... : 
A careful and detailed study of the The company’s achievements and prospects i 
subject has been made by the American oe ogg. ot wor ivchood f the = : 
- 4 ° 3 4 yees 1€1 whole livelnooc requently - 
Management Association, which has pub- , em naga Wwelltiod ——, 
lished its findings in a 100-page booklet, they have no control, and the least they ask 
under the title “Preparation of Company for is a knowledge of results. Workers have 
Annual Reports.” In the preface to this a on neg x ap ~ — 
sega a a ills ct a oJ “I feel more secure 1e more I can learn 
— —_ a president of AMA, about the c company, the more satisfied I feel 
Alvin i, Dodd, states: on the job.” The report draws attention to 
In the preparation of the annual report the — eg a igre atl By "= sing 
first step should be an attempt to discover & gece ms oF Oe ¢ ohich T youd th aie ' 
the nature of the audience and the various a ir Lamia _e 1 ae ae ; & 
“publics” which compose it. Next, the rela- ezore. tyr setae Pa = ‘ — he yg ; 
tive importance of these groups should be view and an indication of where he fits in: - 
“It makes fellows feel as if they are part of 5 
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not only of stockholders, but also of em- 

ployees and the public at large. It should be the corporation's ties to the public. 

factual and explanatory. It should be a i 

beacon, not a dim light. In this way a real The publication of this research report J 

contribution would be made toward a better : a ee : , 

knowledge of our enterprise system and the by the American Management Associa- 4 

improvement of the economic and financial t10n, with the cooperation of two score 2 

understanding of the readers. corporations and individuals, seems § 
rather a significant indication of the im- ; 


| ig introducing the analytical comments 
in this booklet regarding the many 
items which may well enter into the make- 
up of the annual report, attention is di- 
rected to the three most essential groups 
with which corporations have to deal. 
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portance which is attached by business 
concerns to this subject. 

A further evidence of the widespread 
interest in these matters is to be noted 
in the recent report, based on a survey 
by Opinion Research Corporation, issued 
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WHAT OTHERS THINK 


by the Controllership Foundation of New 
York. 

This report is titled “The Public’s 
Reception of the Facts and Figures of 
Business Accounting.” In a letter of 
transmittal accompanying the report, the 
foundation’s president, D. J. Hennessy, 
states: 

Almost one-half of the people of the 
United States do not believe the figures of 
business or they have a deep-seated suspi- 
cion of their trustworthiness, This is a 
shocking statement. 

But this report, following a nation-wide 
survey of public opinion, gives factual and 
startling data as proof. It shows how little 
understanding there is of accounting terms 
and the necessity for exploring means and 
symbols of expression to make financial and 
accounting statements more interesting, un- 
derstandable, persuasive, and, above all—be- 
lievable. 


The report itself presents the details 
of questions and answers, which illustrate 
the views of people on a variety of perti- 
nent queries relative to published cor- 
porate financial statements. The nature 
of the answers provides the evidence to 
support the comments of President Hen- 
nessy quoted above. 


. a two reports of intensive 
studies, pertaining to the make-up 
of annual reports, have come to hand 
currently with the appearance in the early 
months of the year of the annual reports 
of many utility companies. As a conse- 
quence, they are of particular interest 
at this time. 

In considering the annual reports of 
utility companies, dozens of which have 
been received from all sections of the 
country, one is impressed with the com- 
pleteness and clarity of the information 
set forth. Except in a few instances, 
where the data are meager, it is noticeable 
that the utility companies generally have 
assembled in the pages of these annual 
reports a comprehensive story, not only 
of their operations, but of collateral mat- 
ters pertaining to their business. 

It seems quite evident that it is the 
intent of most utility managements to 
present ample facts and figures so that 
stockholders, employees, and the public 
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will be fully informed of their company’s 
affairs. 

It is also to be observed that, more 
than in the past, the text, illustrations, 
and charts are presented in attractive 
arrangement so as to awaken the reader’s 
interest. 

Increasing attention is given to the 
covers of these reports, many being of 
artistic design in colors. This type of 
dress naturally arouses a desire to look 
at the contents, and it should encourage 
the preservation of the report, as well as 
suggest passing it on to others to read. 

And, it is particularly noticeable that, 
in contrast to considerable uniformity 
seen in former years, a goodly number of 
this year’s reports are distinctly individu- 
al in the manner of telling a utility com- 
pany’s story. Possibly this is because some 
companies, having been divested from 
holding company control, may consider 
it desirable to present to their new owners 
quite a detailed picture of their opera- 
tions. 

For instance, upon opening the report 
of Pennsylvania Power & Light Com- 
pany, one reads, under the heading “The 
President Reports,” this statement by 
President Charles E. Oakes: 

This 1946 report of Pennsylvania Power & 
Light Company, made under the guidance 
and direction of the board of directors, is 
intended to provide information to stock- 
holders, employees, customers, and others in- 
terested in the company and its business. 

A significant change has taken place in 
the ownership of our common stock. Na- 
tional Power & Light Company and Electric 
Bond and Share Company have practically 
completed disposition of their holdings of 
common stock of this company. As a result, 
our stock is currently owned by approxi- 
mately 70,000 stockholders with no stock- 
holder holding as much as 7 per cent. 

These widespread changes in ownership 
make it desirable at this time to point out 
some of the important economic influences 
affecting the company and its business and 
to set forth in some detail our plans for the 
future, 


HEN follow, in text and graphs, de- 
tails regarding the company and its 
service area, increasing cost, construction 
program, administration of the company, 
and employees. Under the heading “A 
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Home-town Business,” it is pointed out 
that this electric utility is definitely 
local enterprise. This thought, perhaps a 
new idea to some recipients of the report, 
is expressed effectively, and is worth 
noting. It follows: 


More so than many others, ours is a home- 
town, local industry. The entire physical 
plant of the company is located in the 9,300- 
square-mile section of central eastern Penn- 
sylvania which it serves. All our customers, 
all our employees, and 24,000 holders of our 
preferred and common stocks, live in the 
service area. There is a real community of in- 
terest between the company and the people 
served, We take an active interest in the de- 
velopment of the resources, the industry, the 
business, and the standards of living of cen- 
tral eastern Pennsylvania, and this in turn 
is reflected in greater use of company serv- 
ices. 

In recognition of this community of in- 
terest, the company’s business and operating 
policies reflect this home-town influence. 
Among such policies are: 

Maintaining 48 district offices for the con- 
venience of our customers in transacting 
business with the company. 

Providing trained personnel throughout 
the area, qualified to care for the varied 
service requirements of our thousands of 
customers. 

Selecting new employees, as needed, from 
among the people we serve when the needed 
skills and e x perience are available, 

Purchasing, on a competitive basis, our 
supplies and equipment from our customers, 
whenever possible. 

Keeping the public informed of the com- 
pany’s services, business, and public rela- 
tions programs, through advertisements in 
local newspapers, and otherwise. 


On subsequent pages are to be found 
the reports of five other executive officers 
of the company. Each report is in con- 
siderable detail, accompanied by charts 
and graphs which illuminate the text. A 
notably effective feature of the presenta- 
tion of these reports, beginning with that 
of the president, is that each officer is pic- 
tured at his desk, and there is a brief 
biographical note directing attention to 
his years of service. Such an introduc- 
tion to the top men in management of this 
utility company seems well calculated to 
make each of them more readily recog- 
nized by the “home-town” people as in- 
dividual personalities, rather than as just 
“names.” 
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company’s 


NOTHER utility company which has 
been divested from holding com- 
pany control is the Cincinnati Gas & 
Electric Company. Its report is addressed 
to the shareholders, with this introduc- 
tory statement signed by Walter C. Beck- 


jord, president : 


The board of directors submits to you this 
annual report of the Cincinnati Gas & Elec- 
tric Company for the year 1946, which is its 
first report as an independent company. 

During this year our company was sepa- 
rated from the control of Columbia Gas & 
Electric Corporation, With its subsidiaries 
it is now a completely independent organiza- 
tion, with approximately 24,700 holders of 
its common and preferred stocks. 

As a result of this major change in own- 
ership, some 17,700 common shareholders 
have replaced Columbia as sole owner of the 
common stock. Those who have not previous- 
ly owned securities of our company will be 
particularly interested in a brief review of 
its history and the present extent of its op- 
erations. 

Accordingly, one purpose of this annual re- 
port, in addition to supplying the usual 
statistical and financial information, is to 
give you, and all shareholders in this com- 
pany, a quick picture of our properties and 
facilities, our philosophy of doing business, 
the scope of our activities, and the market 
in which we operate. 


On the next page is a group picture 


of the executive staff, each identified by 
name, and on the opposite page are the 


portraits of the directors, with their busi- 
ness connection noted, where they are not 


active officers of this company. 


This prefatory information prepares 
the reader for the general story of the 
business. As one turns the 
pages, many facts about the operations, 
the properties, the employees, and the 


conduct of this enterprise are explained 
—all phases of the utility business which 
may not be well known to the average 


reader. 

The following excerpts from the re- 
port will serve to indicate the nature of 
the enlightening information to be found 
in its pages: 

The Cincinnati Gas & Electric Company is 
one of the oldest business institutions in Ohio. 

It has had a continuous corporate existence 


of more than one hundred years. Its record 
of cumulative accomplishment should be im- 
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Courtesy, Puan Tavks, Gulf State Utilities Company 


portant to you as a stockholder, as time- 
tested evidence of the stability of the gas 
and electric business, ... 

There is no reason, in the foreseeable fu- 
ture, to be concerned about the development 
of other services which may displace gas and 
electricity. 

The use of electricity actually is in its 
infancy. We are just on the threshold of the 
electrical age. 

The use of gas in the home and industry is 
increasing. The demand for the comfort and 
convenience of home heating by this clean, 
hot fuel is growing by leaps and bounds. 


Reading on, under the heading “Mak- 
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ing Friends of Customers,’ 


are these 


paragraphs to make clear this important 
phase of the utility business: 


~ 


Pe) 


One of our company’s greatest assets, 
though it does not appear on the balance 
sheet, is good will. The friendly feeling cus- 
tomers have for us. And this has resulted 
from more than courteous treatment, from 
more than prompt and willing emergency 
service, from more than adjusting cooking- 
top burners or lighting gas furnaces, from 
more than modest gas and electric rates. 
This good will has been built and is being 
maintained by a continuous program of pub- 
lic relations! , . . We find it advisable to 
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tell our story to our customer public end- 
lessly, by every publicity medium available 
—radio, the daily press, billboard, direct mail, 
and personal sales efforts. We have a story of 
dependable low-cost service which is worth 
telling, but it won't tell itself. Every line of 
our publicity is expressed in terms of the 
customer’s interest, picturing what the com- 
pany does for the customer in the way of 
service, convenience, and labor saving, at low 
cost. More than this, in our newspaper and 
radio publicity we offer helpful information 
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and the many hundreds of others whose com- 
bined and Rf efforts supply this 
“Land We Live with an important serv- 
ice that is the basis of modern living and 
community growth. 

In this report will be found more than 
a statistical summary of the year’s opera- 
tions. 


er Power CoMPANY, at the close 
of its annual report, comments upon 
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the policies of the management as “a citi- 
zen of the communities it serves, of state, 
of nation.” It states: 


for which our customers are grateful—sug- 
gestions for the better use of gas and elec- 
tricity, recipes, household hints, and other 





practical services. As a company, we realize 
our obligation of good citizenship in each 
community we serve, and our duty to partici- 
pate in all activities of a civic or community 
nature. 

We look upon our public relations program 
as business insurance—as a sound means of 
maintaining a favorable attitude towards 
continued profitable operation of the com- 
pany. In addition to its public relations pro- 
gram, the company also invests in business 
promotion advertising. Gas and electricity 
must be sold like any other commodity. 





N the annual report of Union Electric 

Company of Missouri, which is ad- 
dressed to stockholders and employees, 
it is stated that the report is a summary 
of its operations for the year 1946— 
issued in the sixty-fifth year of electric 
service in the St. Louis area, Continuing, 
the introduction reads: 


In this report are detailed statistics of our 
business for the past year .. . how much we 
received from all sources, how much we paid 
out and for what purposes ... as well as 
statistics comparing the year’s achievements 
with those of previous years. 

Behind these figures are the planning and 
work of the 5,000 men and women who really 
constitute the company which bears the name 
Union Electric. 


It is then pointed out that statistics 
alone cannot fully reflect the company’s 
contributions to the community it serves: 


They do not indicate the morale of the 
people who make electricity available to more 
than 437,000 customers in their homes .. . 
on their farms... in their factories, schools, 
hospitals, and other institutions. 

Cold figures cannot describe the skill, in- 
genuity, and even sacrifice of our “scientists 
in overalls” the solid hours of work of 
our engineers, "researchmen, supervisors, and 
office workers, our trouble shooters, meter 

readers, elevator operators, linemen, janitors, 
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. . The policies of the company, and its 
participation in programs of research and 
development, are intended to establish with- 
in our service area a pattern containing the 
most progressive and fruitful elements of 
past American economic life which can serve 
the future in solving problems which con- 
front the nation. ... 

Further expansion of industry and business 
is essential, yet can be accomplished only as 
capital is made available for the purpose. 
Conditions encouraging to the venture of 
capital, with reasonable assurance of security 
and the opportunity of a fair return, must 
be established and maintained. 

Policies and practices of government are 
directly related to the reéstablishment of an 
orderly peacetime economy. Statesmen, in- 
dustrial leaders, and people generally are 
genuinely concerned today by the difficulty 
of balancing the Federal budget and of re- 
ducing the national debt. Government must 
extract taxes from business to accomplish 
these purposes and government, therefore, 
should be in a position of encouraging the 
investment of new capital in profit-making 
enterprises. By the same token, government 
should refrain from investing tax dollars 
in fields of enterprise where private capital 
can supply investment needs, and, likewise, 
from entering into competition with its citi- 
zens by setting up unneeded agencies to sup- 
plant private business through use of pub- 
lic credit and tax exemptions. Government 
invasion of business can only defeat govern- 
ment’s own program of tax extraction, ... 

Once a favorable atmosphere to attract 
necessary venture capital is provided, busi- 
ness can expand its productivity and oper- 
ate to the maximum benefit of its customers, 
its employees, and its owners. Management 
represents all three groups, and must make 
sure that fair treatment is given each, The 
recurrence of controversies during 1946 
demonstrates the disunity which exists be- 
tween various segments of the nation’s popu- 
lation. Recognition is needed on the part of 
industry, labor, and agriculture of their in- 
terrelationship and mutual stake in achiev- 
ing prosperity, to the end that cooperation 
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and respect for each other’s problems will 
replace division of purpose. 


As to the company’s own active par- 
ticipation in these matters of national and 
local import, the report closes with these 
words: 

Too few people are willing to devote time 
and energy to development of public un- 
derstanding of these and similar national 
problems, ldaho Power Company is devoting 
a portion of its institutional advertising pro- 
gram to discussion of economic problems, 
and company officials participate in public 
meetings for the same purpose, in the belief 
that the American type of business economy, 
as understood throughout our years of na- 
tional life, needs exponents who will perform 
the task of informing this new generation. 

Business companies similar to ours are 
doing this same job in their own fields, and 
the final result should be—as is its aim— 
the advancement of all Americans, their jobs, 
their communities, states, and nation. 


The excerpts from these reports illus- 
trate how the annual report may serve 
to carry a message direct from manage- 
ment to a large audience, touching upon 
many matters which reflect upon the con- 
duct of the public utility business. The 
annual report is an official corporate 
publication. The statements it contains 
bear the mark of authority—they come 
directly from those charged with the re- 
sponsibility of management. 


Wi utility companies put them- 
selves on record, as these compa- 
nies have done, as to policies and plans, 
and tell many things about the operation 
of their business—matters which may 
have been little understood by stockhold- 
ers, customers, employees, or the public 
—it seems obvious that they must be tak- 
ing a progressive step forward in the pro- 
motion of their public relations. 


WHAT OTHERS THINK 


A perusal of the annual reports of 
other companies discloses features which 
contribute to their individuality. A num- 
ber of them tell of programs put into 
effect to assist in the development of the 
communities where their services are 
used, And, as has not infrequently been 
the case in recent years, several of the 
companies touch upon taxes. The ques- 
tion of labor relations is not ignored— 
in fact, considerable space is given to 
many matters of intimate interest to em- 
ployees. Not only are wage agreements 
explained, and reference made to group 
insurance, pension plans, savings and 
loan funds, and educational and training 
classes, but some reports set forth in text 
and pictures a most interesting story of 
employee activities in company-encour- 
aged recreational pursuits. 

The impression remains, after reading 
nearly a hundred of these utility annual 
reports, that the companies in this indus- 
try have presented this year far more 
informative accounts of their affairs than 
in the past. While a few companies still 
confine their reports to brief text, with 
formal financial statements, most of them 
set forth the facts about the year’s op- 
erations in a way that is not only factual 
but which compels the attention of the 
reader. The story is well told. 


—R. S.C. 


PREPARATION OF COMPANY ANNUAL REports. 
(Research Report No. 10). List price to 
members $2, nonmembers $3. Published by 
American Management Association, 330 
West 42nd street, New York 18, New York. 


THE Pustic’s ACCEPTANCE OF THE FACTS AND 
Figures OF Business ACCOUNTING. A sur- 
vey by Opinion Research Corp., published 
by Controllership Foundation, 1 East 42nd 
street, New York 17, New York. 





World Power Conference to Discuss 
Fuel Economy 


NX international fuel economy confer- 
ence to be held September 2 to 9, 
1947, at The Hague, Netherlands, has 
been announced by the World Power 
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Conference. Subjects for discussion will 
be the production, distribution, and utili- 
zation of fuels of all types, with special 
reference to wartime experiences and to 
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developments realized since 1939 or now 
in prospect. Details of the program will 
be available later this spring. It will in- 
clude an inspection trip at the Nether- 
lands state coal mines in the Province of 
Limburg, together with the associated 
electric and gas works. 

The Netherlands National Committee, 
at whose invitation the conference is 
being arranged, includes Dr. Ir. J. A. 
Ringers as honorary president, Ir, G. J. 
Th. Bakker as chairman, and Professor 
Ir. J. C. van Staveren as second secre- 
tary. 

The program is being arranged in 
coéperation with the national committees 
of the 32 other member countries. 

Members will be furnished with ad- 
vance copies of all papers to be presented 
and will be afforded an opportunity to 
purchase the bound transactions at a re- 
duced price. 


During recent months reports on “fuel 
economy since 1939” have been issued by 
the national committees of 8 countries: 
Argentine, Denmark, France, Great 
Britain, Ireland, Netherlands, Sweden, 
and the United States. These picture the 
wartime fuel situation in considerable de- 

tail. They have been published princi- 
pally by the central office of the World 
Power Conference, in London, and will 
be available in limited quantities in this 
country through the United States Na- 
tional Committee. 

Application for membership in the 
conference, as well as inquiries concern- 
ing the publications of the World Power 
Conference, should be addressed to H. 
C. Forbes, treasurer and secretary, ex- 
ecutive committee of United States Na- 
tional Committee, World Power Confer- 
ence, 4 Irving Place, New York 3, New 
York. 





Notes on Recent Publications 


An Economist Plays Businessman. An econo- 
mist, the author of a CIO report proposing 
a wage-increase, price-decrease plan, says if 
he were an employer he would sense his two- 
fold obligation as a businessman and an 
American citizen who expects to carry on 
under the free enterprise system. Some in- 
crease in wages so as to add to purchasing 
power would assure maximum production. 
A policy of a community of interest should 
govern relations between labor and manage- 
ment, along with the extension to workers of 
a “share in increased earnings.” Ir I HEADED 
A Bustness. By Robert R. Nathan. The 
New York Times Magazine. May 4, 1947. 


An Economist Plays Union Leader. Workers 
would not ask for inflationary wage increases 
if they really understood the reasons why 
the value of the dollar is not stable. This is 
the view of the U. S. Chamber of Commerce 
director of economic research. “I would 
stress the significance of higher quality, 
higher output, and lower prices under the 
impact of competition in the goods market 
as a device for taming the dollar and keeping 
its purchasing power more stable.” And, he 
adds, more teamwork, more production, and 
fewer absentees all contribute to satisfac- 
tory industrial relations and improved living 


standards. Ir I HeapED A Union. By Em- 
erson P, Schmidt. The New York Times 
Magazine. May 4, 1947. 
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Depression Reserve through Taxation? Cycles 
of booms and busts are avoidable, says the 
chairman of the Committee for Economic 
Development, if the various sections of our 
national life team up to develop a stable 
market demand. Over the past one hundred 
years there have been 26 business reces- 
sions and depressions, so people wonder if 
the country is headed for another economic 
slump. Revise the Federal tax system, says 
the author—‘“collect enough in good times 
so as to build up a surplus for periods of 
slackened activity’—small business should 
be encouraged, as should international pri- 
vate trading, and the coverage of unemploy- 
ment compensation should be expanded. An 
additional aid would be for business to regu- 
larize employment, intensify its research .on 
products and markets, and develop new serv- 
ices and products. Let’s BREAK THE Boom- 
Bust Cycte. By Paul G. Hoffman. Rotarian. 
May, 1947. 


Don’t Sell the Atom Short. Miracles in science 
and the advancement of human knowledge 
can result from atomic energy developments, 
says the chairman of the U. S. Atomic En- 
ergy Commission. Mr. Lilienthal points out 
that, in the peaceful or military use of this 
outstanding discovery, much depends upon 
how clearly the American people understand 
its significance. This country had a head 
start of five years or more over the entire 
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world, when the first bomb fell on Hiro- 
shima. The chairman warns the United 
States that it “has lost momentum in atomic 
energy development” since that day. WE 
Must GRASP THE FACTS ABOUT THE ATOM. 
By David E. Lilienthal, The New York 
Times Magazine. May 4, 1947. 

Enterprise System Still Good for aWhile Long- 


er. The four years’ study by the Twentieth 
Century Fund on America’s needs and re- 
sources is graphically summarized by For- 
tune magazine. The fund’s report sets forth 
the economy of the United States at the end 
of the war, and then projects to 1950 and 
1960 the country’s productive capacity, as it 
applies to our peoples’ living standards and 
consumer needs. An employed labor force 
of 60,000,000 people, and a total production 
of the nation of $202,000,000,000 are figured 
as of 1960. Our production can by that date 
provide most of the people with a minimum 
standard of living, without redistribution of 


income. How Wett CAN AMERICA LIVE? 
Fortune. May, 1947. 
Industry Public Relations Starts at Home. 


The public thinks far better of industry than 
in the 1930’s. This favorable attitude can 
only be maintained, the author believes, 
through the proper use of public relations 
techniques. The purposes of industry are 
tied to the interests of both the public and 
the employees—this fact must be made 
known by intelligent methods to assure its 
being understood. It is especially important 
that each company should seek first to get 
the message over to its own public—em- 
ployees, stockholders, and customers. IN- 
pDUSTRY’S PuBLIC RELATIONS—ARE THEY 
Goop EnoucH? By Andrew Jackson. Public 
Relations Journal. April, 1947. 


The Finances of Municipal Utilities. This book 
discusses the principles underlying the 
financial administration of municipal utili- 
ties and the procedures to be followed in the 
application of these principles. A municipal 
utility is defined as any enterprise operated 
by a governmental unit, which renders serv- 
ices to the public for compensation. This 
treatise deals only with electric and water 
plants, these being among the more common 
utilities operated by small municipalities. 
The factors in financial administration, 
which the author discusses, include: financial 
organization; financial policies; rate struc- 


The 


tures; budgeting; debt administration; 
handling customer accounts; proper custody: 
and control over cash; the proper purchas- 
ing, storaging, and issuing of materials and 
supplies; accounting for salaries and wages; 

proper management of fixed assets; general 
and cost accounting principles and pro- 
cedures; and good financial reporting. The 
table of contents seems quite inclusive and 
supplementing the text are a number of 
tables and exhibits of various accounting 
forms, FINANCIAL ADMINISTRATION OF 
MunicipaL Utiuities. By Irving Tenner, 
certified public accountant and fiscal con- 
sultant. Price $3.75. Published by Public 
Administration Service, 1313 East 60th street, 
Chicago, Illinois. 


Neighborhood Shops Unite. A series of 
free enterprise advertisements in Time and 
Newsweek are being sponsored by Small 
Business Economic Foundation, affiliated 
with the National Small Business Men’s As- 
sociation. The text aims to aid the public 
to better understand the importance of seeing 
to it that the American way works, and also 
to improve employee-management relations. 
The foundation, which sets forth that it has 
30,000 members, plans additional publicity, 
with a radio program and a $150,000 film. 
SMALL Businsss. Tide. April 11, 1947. 


The Perennial Seaway. Long in the blueprint 
stage, and talked about year after year, is 
the proposal for a seaway and power proj- 
ect on the St. Lawrence river. Plans con- 
template a deep-water channel so that ocean- 
going ships could proceed beyond Montreal 
into the Great Lakes. The generation of a 
vast amount of hydroelectric power would 
also be part of the undertaking. The heavy 
cost of the project is criticized, as is the 
serious effect which it is feared would result 
to eastern shipping and railroad interests. 
Curious mixtures of people and interests 
are to be found in the coalitions which are 
disclosed, both for and against the proposed 
development—men who are at odds on other 
matters are working hand in hand either to 
promote or kill this much-discussed project. 
An executive agreement between this coun- 
try and Canada to authorize the construc- 
tion was approved in a Senate subcommittee 
last year. New legislation on the matter has 
been introduced this session in both houses 
of Congress. THE St. LAWRENCE RIVER 
Project. By Eugene Rochlis. American 
Mercury. May, 1947, 





“Tue Communist is not a reformer. He is a trouble maker, whose only 
loyalty is to the mother church in Moscow, the decisions of which are his 


‘highest command,” 
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—EDITORIAL STATEMENT, 
Toronto Globe and Mail. 
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The March of 
Events 


In General 


EEI Convention 


0 avoid rising costs and a possible 

decline of sales to industrial cus- 
tomers, electric utilities must intensify 
their selling efforts, particularly in the 
residential and commercial fields, Ralph 
P. Wagner, commercial manager, New 
York Power & Light Corporation, told 
the opening session of the Edison Elec- 
tric Institute’s fifteenth annual conven- 
tion on June 2nd. Mr. Wagner said: 

Up to now, the utilities have been able to 
maintain service at decreasing rates, but 
there are several reasons why sales to resi- 
dential and commercial users must be in- 
creased immediately, if we are to avoid rate 
increases. 

Industrial sales have already shown a tend- 
ency to level off, and, while they are still 
rising in some areas, they have shown de- 
clines in others. Costs of fuel, materials, and 
labor are on the rise, and we may find that 
the interest rate on new money for plant in- 
vestment will rise, once the artificial restric- 
tions now placed on interest rates are re- 
moved. 


Utility spokesmen pointed out, how- 
ever, that there was no dearth of oppor- 
tunity for expanding the use of electric- 
ity. Harry Restofski, of West Penn 
Power Company, reported that the 
greatest single opportunity was presented 
by the development of more adequate 
lighting systems for homes, stores, of- 
fices, farms, and industrial plants. 

Grover C. Neff, president of the EEI, 
said unprecedented demands for elec- 
tricity, resulting largely from industrial 
expansion and the growing use of elec- 
trical appliances, will pose no problem for 
the power and light industry this year. 

About 2,200,000 kilowatts will be 
added this year to the present generating 


capacity of 40,000,000 kilowatts, he said, 


and next year power companies will in- 
stall additional generating equipment to 
produce 3,450,000 kilowatts. He noted 
as significant of the extraordinary growth 
required for the numerous appliances be- 
ing produced that by 1952 the power and 
light companies would have a kilowatt 
output in excess of 52,000,000. 

The most important meeting of the 
first day was the forum to discuss the 
heat pump, a device that promises to 
revolutionize present methods of heating 
and cooling homes and place a further 
demand on the industry’s ability to pro- 
duce electric power. 

According to Marvin S. Smith, vice 
president of the Muncie Gear Works, 
Inc., E. N. Kemler, a professor of engi- 
neering at New York University, 
and A. C. Crandall, vice president 
of the Indianapolis Power & Light 
Company, who reported on the heat 
pump, large-scale production of it 
will begin some time in 1948. About 
2,000 units will be manufactured this 
year, Mr. Smith said. Installation and 
operating costs will be comparable to 
those for home-heating and cooling sys- 
tems now in operation, he added. 

W. Grant Parry, manager of industrial 
and commercial sales of New Jersey 
Power & Light Company, stressed poten- 
tialities of developing load in the com- 
mercial cooking field. He said that sat- 
uration in the field was only 5 per cent. 
With 525,000 establishments in the 
United States as possible customers, he 
said that extension of the use of elec- 
tricity to these places could mean an in- 
crease of $143,000,000 annually in rev- 
enue to the utility industry. 

J. S. Schuchert of the Duquesne Light 
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THE MARCH OF EVENTS 


Company declared that the commercial 
market has “tremendous possibilities.” 
Generally speaking, he said, commercial 
load produces greater kilowatt hours and 
revenue per dollar of plant investment, 
per dollar of operating cost, per dollar 
of selling cost. He added that the “easy 
sales” of air conditioning and refrigera- 
tion are a thing of the past and that 
greater effort would be required in the 
future. 

Claude Robinson, president of the 
Opinion Research Corporation, told the 
convention that a recent poll showed that 
a larger percentage of people favors gov- 
ernment ownership of the electric power 
industry than any other industry, “hence 
it is accurate to say that one of the pri- 
mary spearheads of statist thinking is to 
put the government into ownership and 
control of electric power,” 

Elmer I. Lindseth, president, Cleve- 
land Electric Illuminating Company, said 
that in 1976 the utility industry’s sales 
should total 1,000,000,000 kilowatt hours, 
and its gross revenues amount to $14,- 
000,000,000 if the industry’s rate of 
growth in the next thirty years is only 
one-half that of the last thirty years. The 
industry’s gross in 1946 was $3,341,000,- 
000. 


Virgil Jordan, president of the Na- 
tional Industrial Conference Board, ac- 
cused the “majority party” in Congress 
of being unwilling or unable substantial- 
ly to reduce the budget or the tax bur- 
den. 

Mr. Jordan told the utility execu- 
tives attending the EEI meeting that 
government controls and private monop- 
oly influence have so penetrated the na- 
tion’s economy that “it is practically im- 
possible to say whether or not agricul- 
ture, coal mining, transportation, bank- 
ing, and the production of power and 
light . . . are conducted by private enter- 
prise...” 

At a meeting of the board, Charles E. 
Oakes, president, Pennsylvania Power & 
Light Company, was elected president of 
the EEI, succeeding Grover C. Neff. 
Ernest R. Acker, president, Central 
Hudson Gas & Electric Corporation, was 
elected vice president. 
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TVA Repayment Plan Favored 


House Appropriations subcommit- 

tee was reported on June 2nd in 
general agreement on a plan whereby 
the Tennessee Valley Authority will re- 
pay approximately $344,000,000 to the 
government during the next forty years. 
The subcommittee was considering the 
Government Corporations Appropria- 
tions Bill, which finances the TVA. The 
legislation was scheduled to be sent to 
the House floor. 

The $344,000,000, committee members 
said, represented congressional appropri- 
ations for TVA power facilities. The re- 
payment plan would require the TVA to 
pay the money out of its annual operat- 
ing revenues, 40 per cent of the revenues 
being set aside annually for repayment 
purposes. Estimated operating revenues 
this year, members said, are expected to 


be around $40,000,000. 


FPC Sets Hearing on Inch Lines 
/ i ‘ue Federal Power Commission re- 


cently ordered a hearing starting 
July 7th in Washington, D. C., on the ap- 
plication of the Texas Eastern Transmis- 
sion Corporation for a certificate of pub- 
lic convenience and necessity authoriz- 
ing operation of the Big and Little Inch 
lines for natural gas transmission and 
construction and operation of additional 
facilities. 

Texas Eastern, which is expected to 
acquire the lines from the government 
by November 25, 1947, is operating 
them, in the meantime, under an interim 
lease from War Assets Administration 
and under authority of a temporary cer- 
tificate from the FPC. The company 
has received FPC authority to install 
three compressor stations, prior to No- 
vember 1, 1947, designed to raise the de- 
livery capacity of the lines to approxi- 
mately 250,000,000 cubic feet per day. 

The proposed additional facilities in- 
clude about 66 miles of lateral lines to 
connect the Inch lines with various gas 
distributing systems in the Philadelphia 
and New Jersey areas and 24 compres- 
sor stations with an aggregate of 122,- 
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000 installed horsepower, in addition to 
the 18,000 horsepower provided by the 
three stations which are to be built by 
November. 

After completion of these facilities, 
the company stated, the lines would have 
a capacity of approximately 425,000,000 
cubic feet per day. 


SEC Approves Asset Sale 
ep Securities and Exchange Com- 


mission recently approved the pro- 
posal of the Eastern Minnesota Power 
Corporation to sell its physical assets to 
certain electric codperative associations 
in Minnesota for a base price of $1,530,- 
000, subject to certain adjustments. This 
was said to be the first step in the com- 
pany’s liquidation. 

The commission also approved use of 
part of the proceeds to retire Eastern 
Minnesota’s $1,500,000 of first mort- 
gage 54 per cent bonds, due 1951, at 
their principal amount and interest, but 
not including the redemption premium of 
$15,000. In the event of an appeal, 
Minnesota will deposit in escrow funds 
sufficient to pay the premium with in- 
terest for three years at 54 per cent. 

Eastern Minnesota’s plan now before 
the commission includes a recapitaliza- 
tion of Wisconsin Hydro Electric Com- 
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pany, a subsidiary, and eventual alloca- 
tion by Eastern Minnesota of cash and 
Wisconsin Hydro’s common stock to its 
preferred stockholders. 


New Gas Concern Formed 


C. McGowen, Shreveport, 

. Louisiana, president of United 

Gas Corporation, was elected president 

recently of the newly formed Atlantic- 

Gulf Gas Company, a subsidiary of 

United. The Atlantic-Gulf Gas Com- 

pany was formed in Dover, Delaware, on 

May 28th, incorporating under the laws 
of Delaware. 

Other officers elected at the first meet- 
ing of the board of directors held in 
Shreveport on May 29th were: M. A. 
Abernathy and G. T. Naff, vice presi- 
dents; L. V. Tracht, treasurer; A. L. 
McClellan, assistant treasurer; J. H. 
Miracle, secretary ; and George D. Fiser, 
assistant secretary. 

The Atlantic-Gulf Company will sub- 
stitute itself for United Gas before the 
Federal Power Commission, taking over 
the application of United for Federal au- 
thority to build and operate a $57,000,000 
natural gas pipe-line system of the south- 
ern states. United applied for a certifi- 
cate of public convenience and necessity 
on behalf of a subsidiary on April 14th. 


Connecticut 


FPC Vacates Orders 


HE Federal Power Commission on 

May 29th announced its opinion 
and order vacating FPC orders which 
directed the Connecticut Light & Power 
Company to comply with accounting re- 
quirements applicable to it as a public 
utility subject to the jurisdiction of the 
commission. 

On May 15, 1942, following proceed- 
ings on a “show-cause” order dated 
January 7, 1941, the FPC found the 
company to be a “public utility” within 
the purview of the Federal Power Act 
and accordingly ordered the company to 
reclassify and keep its accounts in ac- 


cordance with the uniform system pre- 
scribed by the commission. The company 
appealed to the court of appeals for the 
District of Columbia where the FPC 
order was sustained. The United States 
Supreme Court subsequently set aside the 
decision of the lower court and directed 
that the case be remanded to the commis- 
sion for further proceedings. 

The commission in its opinion com- 
mented that the company “is now about 
to remove any remaining shadow of 
doubt as to its status by cutting its last 
remaining connection with out-of-state 
power at its Bristol substation. It will 
then become wholly intrastate, subject 
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} only to the jurisdiction of the Connecticut 


commission. In so doing the company is 
clearly within its legal rights.” 

Under the circumstances, the commis- 
sion stated that it could not see how the 
public interest would be served by 
further proceedings. 


Utility Bills Exempt 


UBLIC utility bills to consumers will 
be exempt from a 3 per cent gross 


sales and use tax scheduled to go into 
) effect in the state on July Ist as the re- 
} sult of a bill enacted by the Connecticut 


legislature and signed into law on May 
29th by Governor James L. McCon- 
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aughy. Public utility firms may be af- 
fected, however, by the use tax feature of 
the measure, which applies the 3 per cent 
levy to goods purchased outside the state 
by Connecticut consumers. The Con- 
necticut Manufacturers Association had 
opposed the measure, contending that 
industry would be taxed for machinery 
and equipment it required for business. 

Expected to raise $26,000,000 a year, 
the measure will remain in effect four 
years. 

Its revenue will be used to finance 
soldiers’ bonus bond repayments, in- 
creased educational state aid, old-age as- 
sistance programs, and other state serv- 
ices, 


Florida 


Legislature Passes Arbitration 
Bill 

orgs a series of conferences at 

which labor and management repre- 
sentatives agreed on provisions of the 
measure, the state legislature on May 
27th passed and sent to Governor Mil- 
lard F. Caldwell for signature a bill pro- 
viding for compulsory arbitration of 
public utility labor disputes and estab- 
lishing severe penalties for strikes and 
lockouts. 

With a July Ist effective date, the bill 
calls for gubernatorial appointment of a 
conciliator in the event of a public utility 
labor dispute. If the conciliator is unable 
to settle the dispute, a board of arbitra- 


tion will be selected, one member chosen 
by labor, another by management, and the 
third designated by the governor. The 
board’s findings will be binding on all 
participants in a labor dispute. Fines up 
to $10,000 a day are set up in the meas- 
ure for strikes and lockouts. 

Under the bill it shall be the duty of 
public utility employers and employees to 
exert every reasonable effort to settle 
labor disputes by making agreements 
through collective bargaining between 
the parties, and by the maintaining there- 
of when made, and to prevent, if pos- 
sible, the collective bargaining process 
from reaching a state of impasse and 
stalemate. 


- 
Idaho 


Utility Company Dissolved 
a Boise Gas, Light & Coke Com- 


pany officially went out of business 
last month when District Judge Charles 
F. Koelsch issued a decree of dissolution 
of the Idaho corporation. The firm volun- 
tarily applied to be dissolved on March 
8, 1947. Its former subscribers are now 
being served by the Idaho Power Com- 
pany. 
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According to Judge Koelsch’s decree, 
the former directors and officers of the 
company will continue in the capacity of 
statutory trustees in disposing of the 
company’s final obligations and proceed- 
ings of disbanding the firm. 

The decree said that the dissolution 
was voted at a stockholders’ meeting on 
March 7, 1947. It also reported that all 
claims and demands on the company had 
been satisfied as of this date. 
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Indiana 


State Gas Convention Held 


se thirty-seventh annual conven- 
tion of the Indiana Gas Association 
was held last month at the French Lick 
Springs hotel, French Lick, Indiana, 
and was attended by approximately 300 
delegates. The theme of the convention 
was “The Blue Flame Is on the March.” 

Outstanding speakers addressed the 
delegates at the 2-day meeting. Dr. M. 
O. Ross, president of Butler University, 
stated that the United States must con- 
sciously plan to maintain high-level pro- 
duction and employment if the free en- 
terprise system continues to work suc- 
cessfully. 

Grove Patterson, editor of the Toledo 
Blade, discussed Russia’s foreign policy. 


R. H. Hargrove, president of the 
American Gas Association, predicted 
years of great expansion for the gas in- 
dustry. Mr. Hargrove also discussed the 
role the American Gas Association has 
played in the industry’s progress through 
its program of research, promotion, and 
advertising. 

At the closing session of the conven- 
tion, new officers for the association were 
elected. Dean T. Burns, assistant gen- 
eral manager, Citizens Gas & Coke Util- 
ity, was elected president, and L. B. 
Schiesz, president, Indiana Gas & Water 
Co., Inc., was elected vice president. 

Clarence W. Goris, Northern Indiana 
Public Service Company, was reélected 
secretary-treasurer. 


Massachusetts 


State Urged to Buy El 


| gone ownership of the Boston Ele- 
vated Railway, through purchase of 
nearly $21,000,000 of its outstanding 
stock at $85 a share, was advocated re- 
cently by the legislative committees on 


transportation and metropolitan affairs, 
which have been considering the pro- 
posal for several months. 

The plan is favored by Governor 
Bradford and, if approved by the state 
legislature, public ownership would be 
effected by June 30th. 


Nebraska 


Utility Strike Ban Approved 
| ger omy prohibiting strikes by em- 
ployees of public utilities and 
those working in governmental service 
was passed recently by the state legisla- 
ture, by a vote of 33 to 7. The bill, LB 
537, carried the emergency clause and 
became effective when signed by the 
governor, 

The measure was introduced by Sena- 
tor John P. McKnight upon the recom- 
mendation of Governor Val Peterson. It 
was correlated with a bill introduced 
early in the session by Senator C. Petrus 
Peterson of Lincoln. 

The bill makes operative a section of 
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the Constitution and sets up a court of 
industrial relations composed of three 
members appointed by the governor. 

The public policy of the state in re- 
gard to strikes is set in the bill as fol- 
lows: 


It is contrary to the public policy of the 
state to permit any substantial impairment 
or suspension of the operation of govern- 
mental service, including governmental serv- 
ice in proprietary capacity or any such util- 
ity by reason of industrial disputes therein. 


Disputes involving public utilities and 
governmental service in a proprietary 
capacity are to be submitted to the court 
for settlement. 
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New York 


Commission Submits Annual 
Report 


ET reductions estimated at $11,690,- 

000 were effected last year in New 
York state rates for utility services, the 
public service commission revealed last 
month in its annual report, submitted to 
Governor Dewey by Milo R. Maltbie, 
chairman. 

With reductions of $13,480,000 in 
1945, the 2-year total of savings to con- 
sumers served by utilities exclusively 
under the jurisdiction of the commission 
exceeded $25,000,000. The report said: 

During the war and postwar years, the 
insistence of the commission upon operating 
economies and savings has not only held the 
line against large rate increases but has 
brought important savings to the public. 

The reductions of more than $25,000,000 
in the last two years are especially signifi- 
cant as these savings were accomplished in 


a period marked by drastic increases in the 
cost of labor, materials, and nearly all items 
of the cost of living. 

The net result of this aggressive rate 
policy is that in 1947 the public in New 
York state will pay for utility services ap- 
proximately $100,000,000 less than they 
would have paid on the basis of the rates 
which prevailed in 1930 applied to the great- 
ly increased consumption in recent years. 


The report added that some utilities 
were entitled to higher rates because of 
increased costs of materials, higher 
wages, and mounting local and Federal 
taxes. 

Principal beneficiaries of the 1946 re- 
ductions were consumers of electricity, 
whose rates were reduced about $11,250,- 
000. Telephone rates were cut about 
$650,000, and bus rates about $190,000. 
The balance of the decreases was for 
gas and water service. 


Rhode Island 


Omnibus Tax Bill Approved 
N™ tax burdens for Rhode Island 


public utility firms are included in 
a compromise omnibus tax bill, designed 
to raise a total of $12,280,000 a year 
through a one per cent sales tax and sev- 
eral other new and increased levies, 
which was given final approval on May 
28th by the state legislature and signed 
by Governor John O. Pastore. 

Gas, electricity, water, and telephone 
bills to consumers will be subject to the 
sales tax, as will telegrams and radio- 
grams. However, electricity, natural gas, 
artificial gas, steam, refrigeration, and 
water will be exempt from the sales tax 
when such services are used in manu- 
facturing processes. 

Scheduled to go into effect July Ist, 
the sales tax will be levied on gross re- 
ceipts of all Rhode Island retailers, but 
will be passed on to the consumer. It sets 
a rate of 1 cent on purchases of goods 
not already subject to state taxation, of 
25 cents to $1.39, and an additional cent 
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for each additional dollar value for pur- 
chase or fraction thereof. 

Supplementing the sales tax is a one 
per cent use tax on purchases made by 
Rhode Islanders outside the state for 
use, storage, or consumption in Rhode 
Island. 

Expected to yield $6,100,000 a year, 
the sales tax will apply to nearly every 
commodity purchased but not already 
subject to state taxation. Both sales and 
use taxes will be due and payable to the 
tax administrator on or before the 
fifteenth day of each month for the pre- 
ceding month’s business. 

Another section of the omnibus tax 
act makes permanent the present 2} per 
cent tax on the gross earnings of electric 
utility corporations engaged in selling 
and distributing electricity for light, 
heat, or motive power. 

The measure also increases from 6 to 
7 per cent of gross earnings the state 
tax on public service cable or telephone 
corporations. 
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Texas 


Asks Approval of Gas Tax 
T HE house last month formally urged 
the senate and Governor Beauford 
H. Jester to approve the house-passed 

natural gas tax bill for rural roads. 
The house adopted, 69 to 40, a resolu- 
tion by Representative E. O. Chapman 
of Sulphur Springs urging “the senate 
and the governor to coOperate by put- 
ting into operation a rural road program, 
by passing and signing house bill No. 


44.” HB 44 is the natural gas gathering 
tax measure, designed to raise an esti- 
mated $29,000,000 a year for construc- 
tion of farm-to-market roads. The bill 
passed the house several months ago and 
had since been dormant in the senate, it 
was reported. 

Approval of the resolution came as 
house tax proponents staged what ap- 
peared to be a last-ditch fight for a new 
natural resources tax measure. 


Virginia 


Fails to Secure Power Pact 


HE disclosure was recently made by 

E. M. Hawkins, Jr., manager of 
public utilities, that the city of Danville 
has been negotiating for the past six 
months with the Appalachian Power 
Company for a new contract, but that 
these negotiations were unsuccessful 
when the power company was said to 
have insisted on a 10-year contract. The 
city, according to Hawkins, was not pre- 
pared to go beyond a 5-year agreement. 
He said the city had been told that the 


Appalachian Company would not be able 
to enter a 5-year contract with Danville 
for essential power over and above what 
can be derived from Danville’s city- 
owned hydro station in Patrick county. 

The city is contemplating building a 
$1,250,000 steam plant but no step in 
that direction has been taken by the city 
council, which desires to sound out local 
public sentiment. 

Danville’s present contract with the 
power company will expire in the fall of 
1949, 


Wisconsin 


Senate Passes Strike Bill 


“_ Bubolz Bill banning strikes in 
public utilities by providing for 
compulsory arbitration was passed last 
month by the state senate by a vote of 
17 to 12 and sent to the assembly, where 
early action was expected. 

Under the measure, striking utility 
employees could be charged with mis- 
demeanors and fined up to $250 or jailed 
for six months. 

Drafted by a subcommittee of the Wis- 
consin Employment Relation Board’s 
labor advisory committee, the bill pro- 
vides for the creation of a panel of con- 
ciliators and arbitrators. When employ- 
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er-employee bargaining broke down in 
utilities, conciliators would seek settle- 
ment and, if they failed, arbitrators 
would take over. The settlement order 
reached by arbitrators would be subject 
to circuit court review. 

Rejected by the state senate was an 
AFL-CIO substitute plan which called 
for a fact-finding study to report to the 
governor in public utility labor disputes, 
without compulsory arbitration. 

The jurisdictional strike bill, subse- 
quently passed by a vote of 26 to 4, was 
the second labor measure winning upper 
house approval within forty-eight hours. 
The bill makes a jurisdictional strike “an 
unfair labor practice.” 
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The Latest Utility Rulings 


Confiscation Question May Be Raised in 
Injunction Suit against Rate Order 


COMPLAINT by a public utility com-rulings that on such a review the deter- 


A pany that an order of the commis- 
sion reducing rates is confiscatory states 
facts entitling the company to maintain 
an action for injunction even though the 
company might have sought a review of 
the order in a certiorari proceeding. The 
court of appeals of New York so held in 
upholding an order of the appellate divi- 
sion, reported in 62 PUR(NS) 33. 

The company contended that the rate 
order resulted in confiscation of its prop- 
erty in violation of its constitutional right 
to receive a fair return upon the value 
of its property devoted to public use. It 
specifically alleged the cost of property, 
the cost of its reproduction, its reason- 
able value, and the maximum rate of re- 
turn which the rates would provide meas- 
ured in relation to cost and also in rela- 
tion to fair value. It contended that such 
rates would not afford a reasonable re- 
turn. 

These allegations, which for the pur- 
pose of pleading must be taken at face 
value, said the court, showed returns of 
3.07 per cent on depreciated cost and 2.42 
per cent on reasonable value and clearly 
supported the claim of confiscation. Thus 
the complaint sufficiently alleged confisca- 
tion in violation of constitutional rights. 

Whether the company could maintain 
an action in equity and whether the al- 
legations were sufficient to warrant an in- 
junction depended upon the adequacy or 
inadequacy of the remedy available by a 
certiorari order, under Article 78 of the 
Civil Practice Act, to review rate orders 
of the commission. The court referred to 
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mination of the commission upon ques- 
tions of fact is conclusive. 

Faced with this limitation, the com- 
pany had refrained from instituting a re- 
view proceeding and had sought an in- 
junction. It claimed that as a matter of 
constitutional right it was entitled to a 
fair opportunity of submitting the issue 
of confiscation to a court for determina- 
tion upon its own independent judgment 
as to both law and facts, under the rule 
as laid down in Ohio Valley Water Co. v. 
Ben Avon, 253 US 287, PUR 1920E 814. 

The Ben Avon Case, said the court, 
has never been overruled, and added: 


There would indeed be a very drastic 
limitation upon the constitutional powers 
of the supreme court of the state if it may 
not enjoin an unconstitutional deprivation of 
property because of an administrative de- 
termination of constitutional right supported 
by administrative findings of fact believed 
to be wrong upon a fair consideration of the 
record. The remedy by certiorari proceed- 
ings being thus limited is inadequate in the 
protection of constitutional right and, in 
view of the decisions of the Supreme Court 
of the United States, is lacking in due 
process. Under these circumstances the 
supreme court of New York as a constitu- 
tional court may entertain an action for an 
injunction, the statutory remedy by certi- 
orari being inadequate. 


This was a 4-to-3 decision. A 
minority of the court said that this rul- 
ing would make it possible to try a rate 
case several times on identical testimony 
by the commission and by various courts. 
Staten Island Edison Corp. v. Maltbie 
et al, 
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Price on Sale of Land to Affiliate 
Limited to Original Cost 


2 Securities and Exchange Com- 
mission approved the purchase by 
Cambridge Electric Light Company of a 
parcel of land from its affiliate, Cam- 
bridge Gas Light Company, but on terms 
differing from those proposed by the 
company. The land was presently car- 
ried on the books of Cambridge Gas at 
$56,467.21. This amount was based upon 
the average cost of the parcels compris- 
ing the gas works land. The proposed 
sale and purchase price of $154,388.75 
had been established on the basis of an 
appraisal made by an independent real 
estate appraiser. 

Cambridge Gas proposed to credit sur- 
plus with the profit on the sale of the land 
in the amount of $97,921.54. Cambridge 
Electric proposed to debit its property, 
plant, and equipment account with the 
cost to it of $154,388.75. 

The commission would permit the 
transfer only on condition that the sale 
be consummated upon the basis of cost 
to the selling company. The commission 
said : 


The proposal before us, thus, contemplates 
the transfer of an asset between one entirely 
owned subsidiary of a holding company and 
another entirely owned subsidiary of the 
same holding company at a profit of ap- 
proximately 175 per cent in excess of the 
cost to the system. For present purposes, 
we consider both companies to be merely 
departments of New England and, viewing 
the system as a whole, the proposed transfer 
at a profit must be regarded in the nature of 
a write-up which would be properly classi- 
fied in Account 107 of the Uniform System 
of Accounts prescribed for electric utility 
companies by the Federal Power Commis- 
sion and recommended by the National As- 
sociation of Railroad and Utilities Commis- 
sioners. Under the circumstances and con- 
sidering the potentialities of abuse present 
in the intrasystem profits of the nature in- 
volved here (by § 1(b) of the act), we 
are of the opinion that the proposed trans- 
action should be so modified as to eliminate 
its inflationary aspects. Accordingly, we 
will require, as a condition to our approval 
of the proposed transaction, pursuant to §§ 
12 and 10 of the act, that the proposed sale 
and acquisition be consummated only upon 
the basis of cost to the vendor company. 


Re Cambridge Electric Light Co. et al. 
(File No. 70-1486, Release No. 7406). 


e 


Change to Straight Natural Gas or 
Mixture of Gas Permitted 


“a New York commission author- 
ized Central New York Power 
Corporation to supply straight natural 
gas or a mixture of natural gas and car- 
bureted water gas of 1,000 Bru, or more, 
in the Syracuse-Oswego division of the 
company. Approval was granted upon 
the express condition that, when required 
by the commission to do so, the company 
should start full capacity operation of its 
water gas plant located at Syracuse for 
the production of gas having a BTU con- 
tent of not less than 1,000 stu per cubic 
foot and to use the same, together with 
natural gas, for distribution to con- 
sumers. 

There had been such an increase in 
the demand for gas in this area that the 
capacity of the company to serve its resi- 
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dential and commercial customers was 
seriously threatened. Distribution mains 
were taxed to full capacity and the man- 
agement was seriously concerned as to 
its ability to maintain pressure in some 
portions of the territory. There was tes- 
timony that by the change the capacity 
of distribution mains would be increased 
by 20 per cent over the capacity of these 
mains to deliver customer requirements 
with 875 BTU gas. 

Twelve large industrial customers had 
been curtailed during the early months 
of this year, with resulting loss in pro- 
duction and the necessity of laying 
off employees. Commissioner Brewster, 
speaking for the commission, said that 
this was unfortunate, and such curtail- 
ment should not be required except as a 
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necessary measure to maintain service to 
domestic consumers. He continued: 


However, the contracts of these indus- 
trial consumers under which they purchase 
gas contain specific provision permitting 
such curtailment. It appears from the rec- 
ord that curtailment in the amount of gas 
taken by these industrial customers may be 
as severe and possibly more so in the early 
months of 1948. Mr. Borger [president of 
New York State Natural Gas Corporation, 
the wholesale supply company] stated in the 
record that he would not agree to a modifi- 
cation of the existing contract to provide 
that New York State Natural Gas Corpora- 
tion would furnish natural gas for industrial 
consumers on a noncurtailment basis up to 
the extent that natural gas would be made 
available as a result of the Power Corpora- 
tion returning to a heating value of 875 sru. 
He stated that such a saving was not a sav- 
ing which could be reflected directly on a 
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peak day to the extent he could be sure that 
it would not be necessary to curtail indus- 
trial customers over the entire system to 
take care of domestic customers over the 
entire system. 


The Syracuse Coal Exchange opposed 
the proposal, but Commissioner Brewster 
said that the great increase in demand for 
residential house heating by gas had been 
caused more by the substantial increase 
in cost of coal and the fear of the public 
that strikes in the mines might prevent 
obtaining coal than by the BTU content of 
the gas supplied. The change to straight 
natural gas in place of mixed gas, he said, 
would not add materially to the injury 
already suffered by the coal industry. Re 
Central New York Power Corp. (Cases 
12323, 12845). 
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Managerial Duty to Relieve Overcrowding 
Of Busses 


N investigation of complaints against 
motorbus transportation in the city 
of Worcester brought suggestions from 
the department of public utilities for 
managerial action to improve conditions. 
The department, however, was reluctant 
to make any drastic order under the cir- 
cumstances shown. 

There is a great deal of difference, it 
was said, between the possession of 
plenary powers and their exercise. The 
department continued : 

We believe we should be hesitant to inter- 
fere with the details of management. On the 
other hand, we realize that we are the sole 
body to which the public may appeal in case 
of abuse by a public utility of the monopolis- 
tic powers rightfully granted it by the law. 
It is, therefore, necessary to consider the 
record in the instant hearing with due re- 
gard to these considerations, avoiding on the 
one hand the rocks of undue interference 
with management prerogatives and on the 
other the shoals of failure to protect a de- 
fenseless public. 

Overcrowding of busses and irregular 
operation of schedules were shown to ex- 
ist. There had been a large number of 
trouble calls for disabled or mechanically 
deficient busses. There was said to be a 
need for drastic revision of maintenance 
and inspection practices and for a closer 
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liaison between personnel and manage- 
ment. 

Additional shop facilities might be re- 
quired. 

The department suggested that some 
routes might be of inordinate length. 
This resulted in two difficulties: First, 
passengers desiring to ride a substantial 
distance failed to receive adequate serv- 
ice because of the use of the same bus 
by short-haul riders; and, second, there 
was a tendency on the part of the opera- 
tion over so long a route to fall behind 
schedule. 

It seemed possible that some routes 
might be shortened, that express service 
might be added to serve long-haul riders, 
and that intelligent study would show 
ways in which service could be speeded 
up and some, at least, of the overcrowd- 
ing avoided. 

The company had large orders for new 
equipment on file with manufacturers. 
The department said that the necessity at 
once appeared for more care in pooling 
equipment during peak periods and for 
applying all possible pressure upon manu- 
facturers to obtain deliveries of busses. 
Re Worcester Street Railway Co. 
(DPU 7672). 
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Higher Costs Force Telephone Rate Increase 
On Statewide Basis 


gp Virginia commission is of the 
opinion that local exchange rates 
for telephone companies should be fixed 
upon the integrated statewide basis, with 
exchanges classified as to the number of 
stations connected. This view is stated, 
and supported by numerous citations of 
decisions in other jurisdictions, in a report 
explaining the commission’s order in- 
creasing rates of the Chesapeake & 
Potomac Telephone Company. 

The new rates are expected to produce 
a return of 5.56 per cent on original cost 
of intrastate plant, plus working capital, 
less depreciation reserve. The commis- 
sion accepted the company’s view that, 
taking into consideration present high 
prices, a fair return on the original cost 
basis could not produce excessive rates. 
This basis of valuation was the only one 
presented and was viewed as the lowest 
valuation base that could be considered. 

The commission observed, however, 
that it has often pointed out that the rate 
base should be the present fair value of 
property used and useful. This cannot 
be determined by accurate measurement 
or by mathematical formula. It must be 
deduced from ascertainable facts. Neither 
historical book cost nor reproduction cost, 
said the commission, is of itself present 
fair value or its sole measure. 

A definite trend toward higher cost of 


e 


equipment and labor was shown, with a 
consequent substantial reduction in net 
earnings. The commission, in allowing 
the increases, had kept in mind its duty 
to the public. Chairman Hooker said: 


It is essential that public service be main- 
tained and improved. Poor service is the 
most expensive thing an individual or a com- 
munity can have. Good service is worth 
what it reasonably costs. It is manifestly im- 
possible for a utility to survive and give the 
service demanded by the business and social 
needs of the community unless it earns suffi- 
cient money to pay its operating expenses 
and to make the proper allowance for de- 
preciation, and permit it to earn such rea- 
sonable return upon the money it has in- 
vested, or upon its fair value for the public 
use, as wili justify public investment in its 
securities and allow it to obtain the neces- 
sary finances to build the extensions needed 
by the advancing interests of the community. 

A publicly regulated monopoly is help- 
less in times of rapidly mounting costs un- 
less it is given relief by the regulating au- 
thority. It may be taken for granted that no 
individual can regret more than the com- 
mission does that living and other costs have 
been rising. The manufacturer or the mer- 
chant, when prices for raw material, or sup- 
plies, or rent, go up, simply charges his cus- 
tomer a larger amount. He can do nothing 
else. The utility cannot do this without the 
consent of the commonwealth through its 
constitutionally appointed agent, the state 
corporation commission. 


Re Chesapeake & Potomac Telephone 
Co, of Virginia (Case No. 8704). 


Telephone Rate Differential Discontinued 


—— company was allowed 
a limited rate increase by the Wis- 
consin commission but was ordered to 
discontinue a rate differential between 
grounded and metallic lines. The com- 
mission, after pointing out that most 


e 


grounded lines had been metalized and 
that phone service had been made ade- 
quate throughout the system, ruled that 
there was no longer any justification for 
the differential. Re Arkansas Telephone 
Co. (2-U-2320). 


Limitation of Air Carrier Competition 


— Colorado commission approved 
an air carrier’s application for a cer- 
tificate after public necessity had been 
demonstrated. The commission com- 
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mented that, where economically feasible, 
every community should have air trans- 
portation service. 

When an authorized carrier requested 
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THE LATEST UTILITY RULINGS 


that the localities to be served be speci- 
fied so that undue competition would not 
result, the commission ruled that such re- 
striction might hamper operations, to the 
public detriment. 

To limit competition without limiting 


service, the commission set a limit on the 
number of offices for the solicitation of 
business that the carrier might maintain 
in the state. Re Colorado Aviation Co., 
Inc. (Application No. 7998, Decision No. 
27747). 


= 
Changes in Pullman Redemption Rules Disapproved 


A’ investigation by the New York 
commission into a proposal by the 
Pullman Company that the rules relating 
to cancellation and redemption of sleep- 
ing car tickets be amended resulted in an 
order rejecting the proposed changes. 
The company introduced statistics of 
reservations and cancellations which es- 
tablished that during and since the war 
many reservations were made on a “just 
in case I need it” basis and that conse- 
quently the number of cancellations was 
considerable. The commission, even after 
considering high cancellation figures, did 


not feel that more than six hours’ notice 
of release of sleeping car accommoda- 
tions should be necessary to obtain a full 
refund. 

The commission rejected entirely those 
passages in the proposed amendment re- 
lating to the acts to be performed by the 
ticket agent if the passenger is to receive 
a refund. The passenger’s right to re- 
deem, the commission ruled, should not 
be dependent in any way on the agent’s 
handling of the matter after surrender of 
the ticket by the passenger. Re Pullman 
Co. (Case 12638). 


e 


Rates Reduced for Service Inadequacy 


ae brought by subscribers 
alleging telephone service inade- 
quacies was sustained by the Georgia 
commission. 

The state commission found that 
for a considerable period of time the plant 
had been in need of rehabilitation and 


that, as a result of this condition, service 
was not adequate. The commission put 
into effect a penalty rate schedule which 
would continue until repairs had been 
made so that satisfactory service could 
be rendered. Re Segler (File No, 19367, 
Docket No. 8398-A). 
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Motor Carrier Operation Illegal notwithstanding Lease 


5 he Louisiana commission ordered a 
motor carrier which had been oper- 
ating under a lease from an authorized 
carrier to cease operation. The carrier 
did not have a certificate but supplied the 
truck, trailer, driver, and insurance for 
every shipment it carried under the lease. 

The commission considered the lease 


e 


a sham for the conduct of a motor carrier 
service without a certificate. Such lease 
arrangements, the commission said, are 
permissible only where the lease is bona 
fide and where control and responsibility 
for the shipment is entirely vested in the 
authorized operator. Public Service Com- 
mission v, Rednour (Order No. 4536). 


Improvement in Toll Service Ordered 


ip Missouri commission, on being 
apprised of telephone inadequacies 
existing in a small community, investi- 


871 


gated and discovered that toll service in 
the town was routed through two local 
companies before reaching the interstate 
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system. The interstate system was re- 
stricted by an agreement with one of the 
local companies, in which it agreed not to 
establish direct-line toll service to the 
community. 

The commission conceded that a utility 
which was providing adequate service 
should be protected but pointed out that 
where service was unsatisfactory, as in 
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the area under discussion, the commis- 
sion has power to determine what should 
be done to improve it. 

The commission ordered that long- 
distance lines be connected directly to the 
exchange which served the larger part 
of the community. Nixa Telephone Co. 
v. Ozark Codperative Telephone Co. 
(Case No. 10,644). 


e 


Other Important Rulings 


Se New Mexico commission in con- 
sidering the application of a gas 
utility for a rate increase ruled that the 
rate of depreciation should not be in ex- 
cess of 3.54 per cent. Re Superior Utili- 
ties, Inc. (Case No. 173). 


The Missouri commission denied a 
telephone company’s application for au- 
thority to increase rates where the sys- 
tem, by the admission of its manager, was 
badly in need of repair and where many 
subscribers complained of service inade- 
quacies. It was suggested that the com- 
pany enter upon necessary reconstruc- 
tion and renew its application on its com- 
pletion. Re LaBelle Telephone Co. (Case 
No. 10,993). 


A petition for a license to engage in 
motor vehicle service was dismissed by 
the Massachusetts Department of Public 
Utilities when it was shown that the ap- 
plicant was a nonexistent corporation and 
that it was the intention of three named 
persons to form a corporation if and 
when their application should be granted. 
Re Webster-Dudley Transit Co., Inc. 
(DPU 5955-HG). 


The supreme court of Oklahoma af- 
firmed an order of the commission award- 
ing a common carrier certificate to a 
transportation company where there was 
substantial evidence supporting the order. 
The court defined “substantial evidence” 
as more than a “‘scintilla’” and said that it 
was “something of substance and of rele- 


vant consequence and such as carries with 
it fitness to induce conviction.” Yellow 
Transit Co. et al. v. State et al. 178 P2d 
83. 


In denying a motor carrier’s applica- 
tion for a certificate to operate as a pas- 
senger carrier, the lowa commission ruled 
that the necessity of a proposed service is 
not established merely by showing that 
it will be a convenience to the public. Re 
Mason City Motor Coach Co. (Docket 
No. H-3817). 


A cab operator’s appeal on jurisdic- 
tional grounds from a court order re- 
straining him from further operations 
for violation of commission regulations 
was denied by the Pennsylvania Supreme 
Court. The court held that the lower court 
had jurisdiction and authority over the 
matter and was the proper tribunal in 
which the commission should seek relief. 
Pennsylvania Public Utility Commission 
v. Israel et al. 


An air carrier’s request for permission 
to suspend service temporarily between 
the United States and certain points in 
New Zealand and New Caledonia was 
approved by the Civil Aeronautics Board 
as being in the public interest, where it 
was apparent by comparison of the 
amount of traffic being carried and ex- 
penses per trip that the operation would 
be conducted at a considerable loss to the 
carrier. Re Pan American Airways, Inc. 
(Serial No. E-470). 


Note.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 


JUNE 19, 1947 





872 











Vol 











x- 
Id 
he 


ms, 











PREPRINTS 
OF CASES TO APPEAR IN 


Public Ontlittes 
‘Reports 


COMPRISING THE MORE IMPORTANT DECISIONS, ORDERS, AND 


RECOMMENDATIONS OF COURTS AND COMMISSIONS 





VoLuME 68 PUR(NS) NuMBER 3 


Points of Special Interest 


SUBJECT PAGE 
Fairvaluebasisforreturn - - - - - - - - - 65 
Price changes affecting reproduction cost - - - - 65 
Trended original cost estimates - - - - - - - 65 
Book cost basis for depreciation - - - - - - - 65 
Monopolistic rights under Natural Gas Act - - - 7 

Rival applicants for certificate - - - - - - - 76 
Depreciation estimates by straight-line method - - - 8l 
Taxes asoperatingexpense - - - - - - - - - 8&1 
Service extension to new real estate tract - - - - - 8l 
Fuel clause in gas rate schedule - - - - - - - 87 
Allocation of profits from merchandising department - 87 
Exemption of securities under Holding Company Act 93 
Value based upon book value of property acquired - 95 





Public Utilities Reports (New Series) are published in five bound volumes 
annually, with an Annual Digest. These Reports contain the cases preprinted 
in the issues of Pustic UTiities ForTNIGHTLY, as well as additional cases 
and digests of cases. The volumes are $7.50 each; the Annual Digest $6.00. 


873 JUNE 19, 1947 





























Titles and Index 





TITLES 





Coste Water Weta Cate HBO vicki ddies vc cniscicdcccesiedsvaexscicvocssacs (Me) 81 
Equitable Gas Co. v. Public Utility Commission ................seeeeecees (PaSuperCt) 65 
En uk ndusleidd Ruake Gadneeehesesesbaeseeeeastebeakeees (NC) 95 
Kentucky Nat. Gas Corp. v. Federal Power Commission ..........00.eeeee00 (USCCA) 76 
ce ee Pe rrr re (Mass) 87 
oo Be Re Re ee re ere re (SEC) 93 
Ra 
Rat 
INDEX Ret 
- : V 
‘Appeal and review—Federal Power Commis- Rates—burden of proof, 65; fuel clause in gas al 
sion decision, 76; grent of certificate, 76. rate schedule, 87; increase for limited use 
Apportionment — charges to merchandising customers, 87; reasonableness of proposed 
and jobbing, 87. _ Fates, ©. oe ss 
Certificates of convenience and necessity— Return—fair value basis, 69; water utility, 81. Vals 
choice between rival applicants, 76; cost- -of- Security issues—exemption under . Holding 
service factor, 76; rate factor, 76. Company Act, 93; terms and conditions, 93. 
Depreciation—book cost basis, 76; straight- Valuation—appraisal during normal period, 
line method, 81; water utility, 81. 95; book value of property acquired, 95; 
Ex é egy ‘Ves inflation factor, 65; original cost factor, 
ixpenses—taxes as operating expense, 81. 65; price changes, 65; rate base determina- Valu 
Monopoly and competition — monopolistic tion, 65; reproduction cost factor, 65; trend- 
rights under Natural Gas Act, 76. ed original cost, 65, 
Valu 
Value 
JUNE 19, 1947 874 [ 








EQUITABLE GAS CO. v. PENNSYLVANIA PUBLIC UTILITY COM. 

































PENNSYLVANIA SUPERIOR COURT 


Equitable Gas Company 


Pennsylvania Public Utility Commission 





— Pa Super Ct —, 51 A2d 497 
March 11, 1947 


1 
) PPEAL from order declaring existing natural gas rates to be 
5 A just and reasonable and proposed rates to be unjust and 
6 unreasonable; appeal dismissed. For Commission decisions, see 
7 (1945) 60 PUR(NS) 99; 61 PUR(NS) 113. 
3 
Rates, § 186 — Burden of proof — Reasonableness of proposed rates. 
1. The burden of proof to show that proposed rates are just and reasonable 
rests upon the utility, p. 67. 
Rates, § 186 — Burden of proof — Reasonableness of proposed rates. 
2. A Commission order requiring a utility seeking authority to increase 
rates to “clearly” support the increase does not impose a heavier burden of 
proof than that required by law, p. 67. 
Return, § 9 — Fair value basis. 
3. bi rate base is the fair value of a public utility company’s property, 
p- ° 
‘ Valuation, § 17 — Rate base determination — Formula. 
se 4. The Commission, in determining fair value for rate-making purposes, is 


od not bound by any formula but must consider all elements of value and all 
facts having a relevant bearing on fair value, p. 68. 
Valuation, § 39 — Measures of value — Reproduction cost. 


3. 5. Reproduction cost need not be given controlling weight in determining 
d, fair value for rate-making purposes although it is an element to be consid- 
35 ered, p. 68. 


a- Valuation, § 79 — Reproduction cost — Inflation factor. 


d- 6. A public utility company is not entitled to a finding of reproduction cost, 
new or depreciated, reflecting highly inflationary prices which are probably 
of temporary duration, p. 70. 


Valuation, § 36 — Rate base determination — Original cost factor. 
7. Original cost depreciated is one element of fair value, but it cannot be 
used as a substitute therefor, p. 70. 

Valuation, § 79 — Reproduction cost determination — Price changes. 
8. The Commission properly refused to accept changes in price levels in 
determining reproduction cost as presented by a public utility company, in 
view of their abnormal and inflationary aspect, p. 70. 


[5] 65 68 PUR(NS) 
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Valuation, § 413 — Rate base determination — Conjectural estimates. 
9. The Commission is not required to accept conjectural and unsatisfactory 
estimates in determining fair value for rate-making purposes, p. 70. 
Valuation, § 49 — Rate base determination — Trended original cost. 


10. The Commission was not obliged to make a finding as to trended orig- 
inal cost, depreciated, in determining a rate base where it had at least two 
elements for consideration, original cost depreciated and reproduction cost 


depreciated, p. 71. 


Depreciation, § 14 — Basis for annual allowance — Natural gas company. 
11. Annual depreciation allowances should be based on book cost of de- 
preciable and depletable property, rather than on fair value or reproduction 


cost, p. 72. 


Before Baldrige, PJ., and Rhodes, 
Hirt, Reno, Dithrich, Ross, and 
Arnold, JJ. 


APPEARANCES: Henry G. Wasson, 
Jr., Philip A. Fleger, and Charles K. 
Robinson, all of Pittsburgh, for ap- 
pellant ; Samuel Graff Miller, Assistant 
Counsel, of Harrisburg, Vincent P. 
McDevitt, Counsel, of Philadelphia, 
James H. Duff, Attorney General, and 
Anne X. Alpern, of Pittsburgh, for in- 
tervening appellees. 


Per CurIAM: This is a rate case. 
The Equitable Gas Company has ap- 
pealed from the final order of the 
Pennsylvania Public Utility Commis- 
sion entered October 29, 1945, 61 
PUR(NS) 113. Two proceedings 
before the Public Utility Commission 
are involved, both entered by the Com- 
mission on its own motion. 

On April 20, 1937, the Commission, 
upon its own motion, filed a complaint 
against appellant and other gas com- 
panies doing business in Pennsylvania, 
alleging on information and belief that 
the rates of each were unjust and un- 
reasonable (Complaint Docket No. 
11380, Sub. 15). On December 11, 
1944, appellant filed a new tariff to 
become effective February 10, 1945, 
providing for an increase in rates. 
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On February 6, 1945, the Commission, 
on its own motion, instituted an in- 
quiry and investigation for the pur- 
pose of determining the fairness, 
reasonableness, and justness of the 
rates and charges set forth in appel- 
lant’s tariff (Supplemental No. 14 to 
its tariff Gas Pa Puc No. 13) (Com- 
plaint Docket No. 14038). On the 
same date, the Commission, pursuant 
to the authority conferred upon it by 
§ 308(b), Art 3, of the Public Utility 
Law, May 28, 1937, PL 1053, 66 PS 
§ 1148, entered an order suspending 
the operation of the new tariff for a 
period of six months, that is, from 
February 10 to August 10, 1945. On 
July 23, 1945, the Commission entered 
an order further suspending the opera- 
tion of the new tariff from August 10, 
1945, to November 10, 1945. 

On July 10, 1945, 60 PUR(NS) 
99, the Commission entered its order 
nisi in which it found that appellant’s 
rates and charges in effect were just 
and reasonable, and that the rates and 
charges proposed would be unjust and 
unreasonable. Exceptions filed to the 
order nisi were dismissed by the Com- 
mission, and the order nisi of July 10, 
1945, was made the final order in 
these proceedings. 

The Office of Price Administration, 
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the city of Pittsburgh, the county of 
Allegheny, and Mr. C. Peyton Collins 
were permitted by the Commission to 
intervene. At the argument before 
this court a brief was filed on behalf 
of the city of Pittsburgh, intervening 
appellee. 

The Commission found that the fair 
value of appellant’s property as of 
December 31, 1944, for rate purposes 
was $31,000,000, this amount includ- 
ing allowable working capital of 
$1,193,143. The Commission regard- 
ed the December 31, 1938, reproduc- 
tion cost figure as the fairest represen- 
tation of reproduction cost derivable 
from the present record, and brought 
that figure to December 31, 1944, to 
wit, $68,613,969 (not corrected for 
the defects of reproduction costs). 

The original cost of appellant’s 
owned and leased property was deter- 
mined as of December 31, 1938, which 
with additions and retirements from 
January 1, 1939, to December 31, 
1944, resulted in $38,167,023 for 
original cost on the latter date. De- 
preciation existing and accrued as of 
December 31, 1944, was fixed at 44.7 
per cent on an over-all basis. The 
reproduction cost depreciated was thus 
$38,044,776, and the original cost de- 
preciated $21,184,614. The working 
capital allowed was $1,193,143, and 
the rate of return was fixed at 6} per 
cent. 

The issues on this appeal have been 
limited to three major contentions: 
(1) That the Commission’s rate base 
of $31,000,000 should be increased to 
at least $40,000,000; (2) that the 
Commission’s determination of operat- 
ing results and net income on the year 
1944 is unreasonable; (3) that the 
allowance of $535,000 for annual de- 
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preciation and depletion is unreason- 
able. 


Appellant contends that the inade- 
quacy of the allowance of $31,000,000 
as a rate base is due to the Commis- 
sion’s refusal (a) to make any allow- 
ance for changes in material price 
levels since December 31, 1938, and 
(b) to include natural gas leaseholds 
at their present value. In this connec- 
tion, appellant also contends that the 
Commission erred in refusing to give 
dominant and controlling weight to 
reproduction cost depreciated, and in 
failing to make a finding of, or give 
any weight to, trended original cost 
depreciated. 

[1, 2] The burden of proof to show 
that the proposed rates were just and 
reasonable was upon the utility. Solar 
Electric Co. v. Public Utility Com- 
mission (1939) 137 Pa Super Ct 325, 
332, 31 PUR(NS) 275, 9 A2d 447; 
Peoples Nat. Gas Co. v. Public Utility 
Commission (1940) 141 Pa Super Ct 
5, 23, 35 PUR(NS) 75, 14 A2d 133. 
Appellant complains that the Com- 
mission required appellant’s proofs 
to clearly support the increased rates, 
and that this imposed a heavier burden 
of proof than that required by law. We 
do not gather that the Commission 
intended to place a greater burden on 
appellant than required. The use of 
the word “clearly” in the Commis- 
sion’s phraseology was not intended to 
require more than what we said in St. 
Clair Coal Co. v. Public Service Com- 
mission (1922) 79 Pa Super Ct 528, 
and Wayne Public Safety Asso. v. 
Public Service Commission (1928) 
94 Pa Super Ct 228. In the latter 
case we said (94 Pa Super Ct at p. 
236): “In general terms the burden 
it [the utility] is required to meet is 
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that the evidence offered be sufficient 
in quantity and quality to satisfy a 
reasonable mind that the facts are as 
alleged.” A reading of the Commis- 
sion’s order indicates an adherence to 
this rule. 

[3-5] We recognize by our deci- 
sions and statutes that the rate base is 
fair value in this commonwealth. Solar 
Electric Co. v. Public Utility Commis- 
sion, supra, 137 Pa Super Ct at pp. 335, 
336; Peoples Nat. Gas Co. v. Pub- 
lic Utility Commission (1943) 153 Pa 
Super Ct 475, 482, 51 PUR(NS) 129, 
34 A2d 375. Section 311, Art 3, of 
the Public Utility Law of May 28, 
1937, PL 1053, 66 PS § 1151, pro- 
vides that it is the fair value of the 
whole or any part of the property of 
any public utility that the Commission 
may ascertain and fix. This section 
of the act of 1937 does not define fair 
value, but we have said in the Peoples 
Case, supra, 153 Pa Super Ct at 
pp. 488, 489, 51 PUR(NS) at p. 138, 
that ‘our legislature adopted the Pub- 
lic Utility Law of 1937 and wrote ‘fair 
value’ into § 311, 66 PS § 1151, and 
that standard, minus a detailed list of 
the elements constituting fair value, 
was carried over from the Public Serv- 
ice Act of 1913.” See § 20, Art 5, of 
the Public Service Company Law of 
July 26, 1913, PL 1374. In constru- 
ing § 20, Art 5, of the Public Service 
Company Law of 1913, we said, in 
Beaver Valley Water Co. v. Public 
Service Commission (1921) 76 Pa 
Super Ct 255, 259: “The Public 
Service Company Law (Art. V, § 20 
(a), directs that in ascertaining and 
determining the fair value of a public 
service company’s property it may 
[shall] take into consideration among 
other things (1) the original cost of 
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construction ; (2) the amount in mar- 
ket value of its bonds and stocks; (3) 
the probable earning capacity under 
the rates fixed by the Commission; 
(4) expenditures for obsolete equip- 
ment and construction (as warranted, 
in connection with (2), (3), and (4), 
by the circumstances and _ historical 
development of the enterprise); (5) 
reproduction costs of the property, 
based upon the fair average price of 
materials, property, and labor; (6) 
developmental and going concern value 
—all of which, together with any other 
elements of value, are to be given such 
weight as may be just and right in 
each case.” 

In the Solar Case, supra, 137 Pa 
Super Ct at p. 336, 31 PUR(NS) at 
p. 284, 9 A2d at p. 457, we said: 
“While the new act (Public Utility 
Law) does not go into details as to 
the items which should be considered 
by the commission in fixing the fair 
value of a utility’s property, as fully 
as the old act (Public Service Com- 
pany Law) did, this was not because 
of any intention to change the law in 


this respect, but because the decisions 


of the United States Supreme Court 
and of our supreme court had definitely 
settled the principles to be applied by 
the Commission in arriving at such 
fair value, and they did not require 
elaboration in the statute.” 

In Pittsburgh v. Public Utility 
Commission, 158 Pa Super Ct 229, 
236, 61 PUR(NS) 226, 231, 44 A2d 
614, 617, we also said: “Solar Elec- 
tric Co. v. Public Utility Commission, 
supra is the present rate-making law 
of this state. It was our inten- 
tion in the prior appeal (Peoples Nat. 
Gas Co. v. Public Utility Commission 
[1943] 153 Pa Super Ct 475, 51 PUR 
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(NS) 129, 34 A2d 375) not to modify 
the general principles of the Solar 
Case, but to apply the law to the facts 
of this particular proceeding.” The 
Public Service Company Law of 1913 
provided for consideration in determin- 
ing fair value of “the original cost of 
construction”; and in Los Angeles 
Gas & E. Corp. v. California R. Com- 
mission, 289 US 287, 77 L ed 1180, 
1193, PUR1933C 229, 241, 53 S Ct 
637, 644, Mr. Chief Justice Hughes 
said: ‘The actual cost of the prop- 
erty—the investment the owners have 
made—is a relevant fact. Smyth v. 
Ames (1898) 169 US 466, 547, 42 
L ed 819, 849, 18 S Ct 418.” 

We think it quite obviously follows 
from what has been said that the Com- 
mission is not bound by any formula, 
but shall consider all elements of value 
and all facts which have a relevant 
bearing on fair value. Reproduction 
cost, original cost, and all other ele- 
ments affecting value are to be given 
their proper weight in the final con- 
clusion. See Federal Power Com- 
mission v. Natural Gas Pipeline Co. 
(1942) 315 US 575, 86 L ed 1037, 
1049, 1050, 42 PUR(NS) 129, 138, 
62 S Ct 736, 743, where it was said by 
Mr. Chief Justice Stone: ‘The Con- 
stitution does not bind rate-making 
bodies to the service of any single 
formula or combination of formulas. 
Agencies to whom this legislative 
power has been delegated are free, 
within the ambit of their statutory 
authority, to make the pragmatic ad- 
justments which may be called for by 
particular circumstances. Once a fair 
hearing has been given, proper find- 
ings made and other statutory require- 
ments satisfied, the courts cannot in- 
tervene in the absence of a clear show- 
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ing that the limits of due process 
have been overstepped.” 
Reproduction cost, notwithstanding 
its manifest defects, is recognized in 
this commonwealth as an element to 
be considered in the determination of 
fair value. But it is not necessarily 
to be given controlling weight by the 
Commission, as appellant argues. Re- 
production cost depreciated is not 
identical with, or equivalent to, 
present value (Bangor Water Co. v. 
Public Service Commission [1923] 
82 Pa Super St 48); in considering 
this element, as well as any other ele- 
ment or fact, the Commission shall 
exercise ‘“‘an intelligent and discrimi- 
nating judgment.” Peoples Case, 
supra, 153 Pa Super Ct at p. 483, 
51 PUR(NS) at p. 135. Appel- 
lant’s suggested minimum rate base 
figure of $40,000,000 represents the 
rounded total of reproduction cost 
depreciated and working capital with 
no consideration whatever for original 
cost depreciated or any other relevant 
value factor. In other words, if we 
accept appellant’s claimed rate base 
figure, the Commission will be bound 
to a rate base determined exclusively 
upon reproduction cost depreciated as 
estimated by appellant. The Commis- 
sion gave the reproduction cost esti- 
mate adequate consideration, and 
properly concluded that it was not en- 
titled to conclusive weight. The Com- 
mission in its order pointed out the 
defects in the estimate, and the deter- 
mination of fair value exclusively up- 
on such estimate would not have in- 
dicated the exercise of an intelligent 
and discriminating judgment. See 
Minnesota Rate Cases (Simpson v. 
Shepard [1913]), 230 US 352, 434, 
57 L ed 1511, 1556, 33 S Ct 729, 48 
68 PUR(NS) 






























































LRANS 1151, Ann Cas 1916A 18. It 
is sufficient to note that the reproduc- 
tion cost estimates were based upon 
spot prices. Article 5, § 20, of the 
Public Service Company Law of 1913 
(repealed), referred to reproduction 
cost of the property based upon the 
fair average price of materials, prop- 
erty, and labor. In cases involving 
reproduction cost estimates a 5- or 
10-year average has been generally 
used. The Commission therefore con- 
cluded that the spot pricing of Decem- 
ber 31, 1938, produced a figure fairly 
comparable to reproduction estimate 
based on average prices over any rea- 
sonable number of recent normal years. 


[6-9] Appellant’s complaint with 
respect to the figures used by the Com- 
mission for reproduction cost new and 
reproduction cost depreciated arises 
because of the Commission’s refusal 
(a) to make any allowance whatsoever 
for changes in price levels between 
December 31, 1938, and December 31, 
1944, and (b) to include the natural 
gas leaseholds at their present value. 
Appellant urges that the estimates be 
increased by allowing an increase in 
price levels between December 31, 
1938, and December 31, 1944, of 94 
per cent which would add $3,600,000 
to the depreciated reproduction cost 
figure. Secondly, the appellant asserts 
that the Commission erred in not al- 
lowing natural gas leaseholds at their 
present value and thereby adding to the 
estimates of depreciated reproduction 
cost the further item of $1,650,000, 
thus making, according to appellant, 
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the correct estimate of reproduction 
cost depreciated as of December 31, 
1944, $43,250,000. 

It would be futile to attempt to de- 
termine fairly reproduction cost in 
an abnormal price situation.’ Re- 
production cost under ordinary cir- 
cumstances and _ reasonably _ stable 
prices is a theoretical value based upon 
uncertain and fugitive data.* But the 
Commission is not obliged to accept 
such estimates which would increase 
such theoretical value where the eco- 
nomic conditions are uncertain and 
unstable. Such weight as the estimate 
may have depends largely upon the 
stability of the price level over a pe- 
riod of years. We do not believe that 
under any theory appellant is entitled 
to a finding of reproduction cost new 
or depreciated reflecting highly infla- 
tionary prices which are probably of 
temporary duration. 

Appellant relies upon what this 
court has previously said to sustain its 
position that the case must be remand- 
ed to the Commission for further con- 
sideration due to the fact that there 
has been substantial increase in price 
levels since December 31, 1938, and 
that the Commission refused to give 
any consideration whatsoever to this 
change. In Pittsburgh v. Public Util- 
ity Commission, supra, 158 Pa Super 
Ct at p. 238, 61 PUR(NS) at p. 232, 
44 A2d at p. 618, we did say: “But 
the rate base cannot be determined 
solely from that finding [depreciated 
original cost ] because it is conceded, as 
it must be, that there have been 





1“The determination of present value is not 
an end in itself. Its purpose is to afford 
ground for prediction as to the future. It 
is to make possible an ‘intelligent forecast of 
probable future values’ in order that the valid- 
ity of rates for the future may be determined.” 
Los Angeles Gas & E. Corp. v. California 
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R. Commission, 289 US 287, 311, 77 L ed 
a 1195, 1196, PUR1933C 229, 244, 53 S Ct 


2See West v. Chesapeake & P. Teleph. Co. 
(1935) 295 US 662, 689, 79 L ed 1640, 1656, 8 
PUR(NS) 433, 55 S Ct 894 (dissent by Mr. 
Justice Stone, later Chief Justice). 
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changes in price levels and no adjust- 
ments were made by the Commission 
to reflect price trends disclosing fair 
value as of the applicable date. Peoples 
Nat. Gas Co. v. Public Utility Com- 
mission, supra, 153 Pa Super Ct at p. 
484.” In the Pittsburgh Case we held 
that the rate base could not be deter- 
mined solely on a finding of original 
cost depreciated. In the present case 
the rate base has not been determined 
only on original cost depreciated. It 
is one element of fair value, but it can- 
not be used as a substitute therefor. 
The Commission refused, after con- 
sideration, to accept the changes in 
price levels since December 31, 1938, 
in determining reproduction cost as 
presented by appellant in view of their 
abnormal and inflationary aspects. See 
Peoples Case, supra, 153 Pa Super Ct 
at p. 484. Consequently, it took the 
reproduction cost estimate of Decem- 
ber 31, 1938, as the fairest representa- 
tion of reproduction cost which could 
be derived from the present record 
and adjusted that amount to Decem- 
ber 31, 1944. We find no error of law 
committed by the Commission in this 
respect. The testimony presented by 
appellant relative to changes in price 
levels between 1938 and 1944 was 
neither conclusive nor convincing, and 
was not binding upon the Commission 
or upon this court. The Commission 
is not required to accept, and base its 
decision as to value or anything else 
upon, conjectural and unsatisfactory 
estimates. California R. Commission 
v. Pacific Gas & E. Co. (1938) 302 
US 388, 397, 82 L ed 319, 325, 21 
PUR(NS) 480, 58 S Ct 334. 

[10] Appellant also complains that 
the Commission did not find any figure 
for trended original cost either new or 
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depreciated. Trended original cost 
as of December 31, 1944, is claimed by 
appellant as $75,941,923, which was 
depreciated to $42,074,133. This lat- 
ter figure exceeds the Commission’s 
finding of reproduction cost depreciat- 
ed. As the Commission had at least 
two elements for consideration in the 
determination of fair value, original 
cost depreciated and reproduction cost 
depreciated, it was not obliged on this 
record to make a finding as to trended 
original cost depreciated. The finding 
of fair value was not arbitrary; it was 
not made without sufficient evidence. 
The argument that original cost 
should be given no weight whatsoever 
unless it is trended is not convincing, 
and is not in harmony with previous 
decisions and statutory enactments. 
See Beaver Valley Water Co. v. Public 
Service Commission (1921) 76 Pa 
Super Ct 255; Highspire Water Co. 
v. Public Service Commission (1921) 
76 Pa Super Ct 504; Lewiston v. Pub- 
lic Service Commission (1923) 80 Pa 
Super Ct 528; New Street Bridge Co. 
v. Public Service Commission, 271 Pa 
19, 38, PUR1922A 404, 114 Atl 378; 
Solar Electric Co. v. Public Utility 
Commission, supra; Smyth v. Ames 
(1898) 169 US 466, 42 L ed 819, 849, 
18 S Ct 418; Los Angeles Gas & E. 
Corp. v. California R. Commission, 
supra, 77 L ed at p. 1193; § 20, Art. 
5, Public Service Company Law of 
July 26, 1913, PL 1374, repealed. If 
the Commission is required to consider 
original cost only if trended, then a 
finding of fair value of appellant’s 
property would undoubtedly have to 
equal or exceed reproduction cost de- 
preciated. As present fair value would 
ordinarily exceed original cost de- 
preciated, we have said that it cannot 
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be the only element in the determina- 
tion of fair value. Original cost trend- 
ed would, if depreciated, approximate 
a value equal to reproduction cost de- 
preciated. Appellant would have 
original cost used as an element in 
fixing fair value only when it repre- 
sents or is adjusted to represent the 
present cost of construction. The 
Commission is not circumscribed by 
such a requirement in exercising a 
reasonable judgment in the determina- 
tion of fair value of any utility. 

The Commission used the original 
cost of leaseholds. Appellant had 
recognized this element in its various 
reproduction cost estimates, and even 
in its trended original cost estimate of 
December 31, 1938, leaseholds were 
included at original cost. It was only 
on the hearing of April 18, 1945, relat- 
ing to increased rates that appellant 


presented evidence relating to the al- 
leged present value of its natural gas 


leaseholds. The Commission submits 
that the value evidence presented by 
the witnesses Wolf and Shields was 
unreliable, and was therefore rejected 
by the Commission. The evidence 
presented by these witnesses seems to 
be without probative value and consists 
of guesses which the Commission was 
not obliged to accept and incorporate 
in the estimates upon which a rate 
base was to be predicated. 

The Commission selected the 1944 
figures of appellant as the best indica- 
tion of future operating results. The 
Commission assumed that the results 
of operation of 1944 gave an accurate 
picture of the present and an indication 
of the future. Appellant contends that 
the Commission should have given 
primary consideration to the results of 
the prewar years 1939 to 1941, in- 
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clusive, and that controlling considera- 
tion should have been given to the 
five years of 1939 to 1943, inclusive. 
The Commission’s acceptance of the 
1944 operating and expense experi- 
ence is unobjectionable as a reasonable 
guide to the future, while appellant’s 
argument as to the operating results 
in the future is merely prophecy which 
may never be fulfilled. The results 
for periods subsequent to 1944 demon- 
strate the soundness of the Commis- 
sion’s position. Supplementary data 
furnished by appellant indicates that 
the adjusted net income for the year 
1945 is $34,281.94 higher than the 
comparable figure for the year used by 
the Commission to forecast the year 
1945. Also that the adjusted net in- 
come for the 12-month period ending 
September 30, 1945, was $70,155.60 
greater than the 1944 figure. The 12- 
month period which ended September 
30, 1946, shows $180,417.95 devia- 
tion from the figure for 1944. How- 
ever, the average deviation from the 
1944 figure is only $22,272.29. As 
stated by the Commission in its final 
order, if future revenues and expenses 
indicate a justification for increased 
rates, there is nothing to prevent ap- 
pellant from submitting such rates for 
consideration by the Commission in 
the light of conditions existing at the 
time of filing. 

[11] Appellant’s operating revenues 
for 1944 were $14,585,077. Its oper- 
ating expense for that year, including 
retirement reserve appropriations of 
$1,060,693, totaled $12,954,261, leav- 
ing an operating income of $1,630,816. 
The Commission reduced appellant’s 
expense for depreciation to $535,000. 
After the revision of annual deprecia- 
tion there resulted an operating in- 
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come of $2,156,509 which, under 
existing rates, would be in excess of 
the allowed return of $2,015,000. It 
is appellant’s contention that the al- 
lowance by the Commission of an 
annual depreciation of $535,000 is 
grossly inadequate. Appellant taking 
a fair value new figure of approximate- 
ly $70,000,000 (using a rate base of 
$40,000,000 less working capital of 
$1,200,000) would apply 2.2 per cent 
making $1,540,000 as an annual ap- 
propriation for depreciation reserves 
for rate-making purposes. 

We believe that there is no require- 
ment, constitutional or otherwise, that 
an owner who embarks in a wasting- 
asset business of limited life shall re- 
ceive at the end more than he has put 
into it. Federal Power Commission 
v. Natural Gas Pipeline Co. (1942) 
315 US 575, 593, 86 L ed 1037, 42 
PUR(NS) 129, 62 S Ct 736. An 
annual depreciation allowance cannot 
logically or consistently be based upon 
fair value or reproduction cost, but 
rather the basis for computation 
should be upon the book cost of de- 
preciable and depletable property. 
See Federal Power Commission v. 
Hope Nat. Gas Co. (1944) 320 US 
591, 606, 88 L ed 333, 347, 51 PUR 
(NS) 193, 64S Ct 281; Federal Pow- 
er Commission v. Natural Gas Pipeline 
Co. supra, 315 US at pp. 593, 594; 
Lindheimer v. Illinois Bell Teleph. Co. 
(1934) 292 US 151, 167, 169, 78 
L ed 1182, 1192, 1193, 3 PUR(NS) 
337, 54 S Ct 658. See, also, Detroit 
Edison Co. v. Commissioner of In- 
ternal Revenue (1943) 319 US 98, 
87 L ed 1286, 48 PUR(NS) 146, 
63 S Ct 902. To make an allowance 
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in excess of cost would be to allow an 
additional profit over and above a fair 
return. The Commission, in coming 
to its conclusion said in its order nisi, 
60 PUR(NS) 99, 108: “Taking into 
account respondent’s investment in its 
plant, the extent to which that plant 
has already depreciated, the number of 
years it will probably remain in service 
based on respondent’s own testimony, 
and the various other relevant facts of 
record, we find that the allowable an- 
nual depreciation expense is $535,- 
000.” The Commission points out 
that: “At the end of 1938, when com- 
posite age was about 26 years, the 
capital outlay was about $13,497,777 
in excess of book depreciation reserve 
with the corresponding composite re- 
maining life of about 33} years, in- 
dicating a necessary annual provision 
of about $403,000 per year. At the 
end of 1944, when the corresponding 
composite age was about 27 years due 
to additions and retirements, the capi- 
tal outlay was about $12,480,470 in 
excess of book depreciation reserve 
with a corresponding composite re- 
maining life of about 32} years, in- 
dicating a necessary annual provision 
of about $384,000 per year.” Appel- 
lant’s contention is that the fair value 
now must be used as the proper basis 
to determine the annual allowance for 
depreciation and depletion, and that 
an annual percentage of 2.2 per cent 
developed for a reproduction cost base 
should apply. As we have stated, fair 
value is not the basis for the determina- 
tion of an annual allowance for de- 
preciation and depletion. The Com- 
mission, in its brief, explains that it 
also calculated from the record an an- 





8 Appellant’s witness Maurice R. Scharff 
testified that a fair value figure or a rate- 
base figure could not be used as a basis for 





73 





an annual depreciation charge. (326a, 327a, 


505a). 
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nual depreciation of 1.66 per cent on 
original cost basis, and that applying 
this percentage to $31,935,816, ad- 
justed book cost of appellant’s capital 
outlay as of December 31, 1944, would 
give $530,135 for an annual charge, 
and $593,569 on an original cost as of 
December 31, 1938, including land and 
land rights. The Commission might 
have been more explicit in its order 
as to the methods used in calculating 
annual depreciation, and a further dis- 
cussion there would have clarified its 
finding.* But the ultimate result of 
appellant’s theory and method would 
be an annual depreciation allowance 
which would provide for both the 
retirements experienced in each suc- 
ceeding year and also for an accrued 
balance 35 years hence equal to the 
amount of the present property less 
the present accrued depreciation. 
(Appellant states that it has been es- 
timated that the remaining life of the 
natural gas supply in the Appalachian 
field will be about 35 years.) The al- 
lowance for depreciation of $535,000 
per year would seem to provide for re- 
tirement of the present property of ap- 
pellant whether retirements accrue in 
annual increments or occur in a total 
amount during or at the end of a pe- 
riod 334 years or more hence. We 
think the allowance substantially pro- 
vides for all factors related to depreci- 
able and depletable property. Appel- 
lant “cannot get its capital back at the 
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expense of the consuming public and 
also at the same expense provide itself 
with a fresh supply to keep the business 
going”; Columbus Gas & Fuel Co. v. 
Ohio Pub. Utilities Commission 
(1934) 292 US 398, 407, 78 L ed 
1327, 1333, 4 PUR(NS) 152, 159, 
54 S Ct 763, 768, 91 ALR 1403. 
Appellant was not denied due proc- 
ess of law. The evidence which appel- 
lant offered was received and con- 
sidered. Its credibility and weight 
were determined by the Commission. 
The Commission placed a valuation 
upon appellant’s property, and the rates 
are properly related to that valuation 
and are not confiscatory. We also 
find that the result of the Commis- 
sion’s order is a fair return of a fair 
value. The average annual net income 
after depreciation but before Federal 
income taxes for the years 1939-1943, 
inclusive, was $1,355,321.53. The 
Commission has now allowed $2,504,- 
148 before Federal income taxes. It is 
difficult to give any satisfactory reason 
for allowing appellant increased rates 
at the present time. At least we find 
no legal error in the Commission’s 
action; and counsel for appellant, at 
the argument, asserted that the only 
questions to be presented were legal 
and not factual. In our judgment, a 
rate base of $31,000,000, a rate of 
return of 6} per cent, and a net an- 
nual return of $2,015,000 have been 
fixed without any reversible error on 





4The Commission in its brief said: “By 
dividing the accrued depreciation percentage 
for each account [reproduction cost new, 799a] 
by the composite or weighted average age of 
the account [903a], the Commission staff ob- 
tained the corresponding per cent for annual 
depreciation on a directly related basis,” and 
substituting the original cost by accounts for 
the reproduction cost and following the same 
procedure the Commission staff reached similar 
results on the original cost basis for a figure 
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of 1.66 per cent for annual depreciation as of 
December 31, 1938, and that the same rate 
would be applicable at December 31, 1944. 

5In Peoples Nat. Gas Co. v. Public Utility 
Commission (1943) 153 Pa Super Ct 475, 51 
PUR(NS) 129, 34 A2d 375, the Commission 
allowed $600,000 for annual depreciation. The 
company’s contention was that the allowance 
should have been about $1,300,000. We found 
no reversible error in the Commission’s 
$600,000 allowance. 

















































—- Ff SS SS RUC 


—~ -y 


ese be pt 


cl. 


pr 








nd 
elf 


28S 
on 
59, 


Oc- 
el- 
on- 
xht 
on. 
ion 
tes 
ion 
Iso 
1is- 
‘air 
me 
ral 
43, 
Phe 


t is 
son 
ates 
find 
yn’s 
, a 
nly 
gal 
t, a 
. of 
an- 
yeen 
- on 


as of 
rate 
44. 
tility 
5, 51 
ssion 
The 
rance 
ound 
sion’s 





the part of the Commission. More- 
over, the end result is obviously most 
generous to appellant in comparison 
with its actual past experiences. The 
Commission has permitted net annual 
revenues of almost $1,150,000 in ex- 
cess of the average net earnings for the 
immediately preceding several years. 
Nevertheless, appellant would raise the 
rate base to at least $40,000,000 and 
increase its rates to produce an annual 
net of at least $2,600,000, after Federal 
income taxes, while asserting that the 
high level of industrial operation 
prevailing in 1944 is not likely to be 
realized again in the immediate or 
foreseeable future. In West v. Chesa- 
peake & P. Teleph. Co. (1935) 295 
US 662, 673, 79 L ed 1640, 1648, 8 
PUR(NS) 433, 439, 55 S Ct 894, 
898, the Supreme Court, in an opin- 
ion by Mr. Justice Roberts, made this 
pertinent statement: ‘A public service 
corporation ought not in a 
rate proceeding, to be permitted to 
claim to the last dollar an increased 
value consequent upon a sudden and 
precipitate rise in spot prices of ma- 
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terial or labor. No more ought the 
value attributable to its property to be 
depressed by a similar sudden decline 
in the price level.” In no year except 
1923, in the twenty-two years im- 
mediately prior to the filing of the 
increased rates, had appellant earned, 
before Federal income taxes, an 
amount greater than that permitted by 
the Commission’s order. See Dayton 
Power & Light Co. v. Ohio Pub. 
Utilities Commission (1934) 292 US 
290, 311, 312, 78 L ed 1267, 1281, 
1282, 3 PUR(NS) 279, 54 S Ct 647. 

We are of the opinion that the rates 
fixed by the Commission’s order are 
not confiscatory; and after giving full 
weight to appellant’s arguments, we 
are not persuaded that the Commis- 
sion has committed any such error as 
would require a reversal of its order. 
If adverse and substantial changes in 
revenues and expenditures eventually 
occur, appellant may, as the Commis- 
sion suggests, apply for a rate adjust- 
ment. 

Appeal is dismissed at the cost of 
appellant. 
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UNITED STATES CIRCUIT COURT OF APPEALS 


UNITED STATES CIRCUIT COURT OF APPEALS, SIXTH CIRCUIT 


Kentucky Natural Gas Corporation 


Federal Power Commission et al. 


No. 10132 
159 F2d 215 
January 20, 1947 


i of order of Federal Power Commission granting cer- 
tificate of convenience and necessity to construct and operate 
natural gas facilities; order affirmed. 


Appeal and review, § 28.1 — Conclusiveness of findings — Decision of Federal 
Power Commission. 
1. Findings of fact by the Federal Power Commission are conclusive when 
supported by substantial evidence, p. 77. 


Appeal and review, § 28.1 — Conclusiveness of decision — Grant of certificate. 
2. Normally an order of the Federal Power Commission granting a cer- 
tificate for the construction and operation of transmission pipe-line facilities 
may be set aside only when the evidence admits of but one conclusion, that 
its granting will not serve public convenience and necessity, or that the 
applicant is not in a position to supply the need, p. 78. 


Appeal and review, § 53 — Certificate grant by Commission — Choice between ap- 
plicants. 

3. A ruling by the Federal Power Commission in favor of one of two com- 
peting applicants for operating authority, where both are qualified to per- 
form the proposed service, cannot be set aside by the court unless shown 
to be arbitrary, p. 78. 

Monopoly and competition, § 23 — Monopolistic rights — Natural Gas Act. 
4. The Natural Gas Act does not grant to a wholesale natural gas company 
the right to continue exclusively to serve a particular area where its gas 
is distributed after sale to another company, p. 78. 


Certificates of convenience and necessity, § 90 — Choice between applicants — 
Natural gas service — Cost of service. 

5. The fact that construction of facilities to connect a gas distributing com- 
pany with a pipe line would eliminate the necessity of making a much larger 
expenditure for necessary improvements and additions to present facilities 
and the fact that such connection would enable the company to obtain gas 
direct from a pipe-line company, instead of indirectly through a wholesale 
company, are by themselves of sufficient controlling importance to justify 
a ruling that a certificate should be granted to the distributing company 
instead of the intermediate company, both being otherwise qualified appli- 
cants; elimination of an unnecessary middleman between wholesaler and 
retailer is a material benefit to the ultimate consumer, p. 80. 
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Certificates of convenience and necessity, § 100 — Choice between applicants — 


Local rates as a factor. 


6. A factor materially affecting the cost of gas to the ultimate consumer 
at retail, such as the sales price of gas from wholesaler to retailer, is en- 
titled to considerable weight by the Federal Power Commission in choosing 
between competing applicants for a certificate, although the Commission 
has no jurisdiction to regulate local or intrastate sales, p. 80. 


Appeal and review, § 54 — Grounds for reversal — Unnecessary findings. 
7. A Commission finding which is challenged as being beyond the power 
of the Commission can be disregarded on appeal when the decision in the 
case does not require a ruling on the question involved and the decision can 
be fully sustained on the remaining established facts, p. 81. 


APPEARANCES: A. Shelby Win- 
stead, of Louisville, Ky. (Ernest 
Woodward, A. Shelby Winstead, and 
Woodward, Dawson, Hobson & Ful- 
ton, all of Louisville, Ky., and Carroll 
E. Byron, of Owensboro, Ky., on the 
brief), for appellant-petitioner; A. D. 
Stevens, of Springfield, Ill. (Stevens 
& Herndon and A. D. Stevens, all of 
Springfield, Ill., R. D. Stevenson, of 
Chicago, Ill., and Hugh McD. Ritchey, 
of Cincinnati, Ohio, on the brief), for 
Central Illinois Public Service Co., 
respondent ; Chas. E. McGee, of Wash- 
ington, D. C. (Bradford Ross, Charles 
E. McGee, Melvin Richter, William L. 
Brunner, and Joseph F. Weiler, all of 
Washington, D. C.), for Federal Pow- 


er Commission. 
Before Hicks, Allen, and Miller, 
CJJ. 


MILLER, CJ.: The petitioner, Ken- 
tucky Natural Gas Corporation, herein- 
after referred to as Kentucky Natural, 
proceeding under the provisions of 15 
USCA § 717r, seeks a review of an or- 
der of the Federal Power Commission 
entered September 7, 1945. The or- 
der complained of granted a certificate 
of public convenience and necessity to 
Central Illinois Public Service Com- 
pany, hereinafter referred to as Central 


* 
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Illinois, to construct and operate trans- 
mission pipe-line facilities of approxi- 
mately 20 miles connecting its local 
distribution system in Central Illinois 
with the East-West pipeline facilities 
of Panhandle Eastern Pipe Line Com- 
pany, hereinafter referred to as Pan- 
handle, at Tuscola, Illinois, for the pur- 
pose of providing the natural gas re- 
quired by Central Illinois for service to 
its consumers in the area surrounding 
Mattoon, Illinois. The order denied 
the application of Kentucky Natural 
for a certificate of public convenience 
and necessity to construct and operate 
such facilities. Kentucky Natural and 
Central Illinois are in agreement that 
public convenience and necessity jus- 
tify the construction and operation of 
the proposed new facilities, but Ken- 
tucky Natural contends that the cer- 
tificate should have been issued to it 
instead of to Central Illinois. 

[1] The Commission made the fol- 
lowing findings of fact which are sup- 
ported by substantial evidence and are 
conclusive. 15 USCA § 717r(b). 
Central Illinois owns and operates a 
natural gas transmission pipe-line sys- 
tem in the state of Illinois extending 
from a point on the Illinois-Indiana 
state line in a generally westerly direc- 
tion to Effingham, Illinois, connecting 
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its various distribution systems in 
Paris, Kansas, Ashmore, Charleston, 
Mattoon, Neoga, Sigel, and Effing- 
ham. It purchases its natural gas sup- 
ply for its Mattoon area from Ken- 
tucky Natural, which gas is produced 
primarily in Texas and Kansas, and 
is transported eastwardly from the pro- 
ducing states by Panhandle across in- 
tervening states (including Illinois) to 
Montezuma, Indiana, where it is de- 
livered by Panhandle to Kentucky Nat- 
ural. Kentucky Natural in turn trans- 
ports such natural gas westwardly to 
a point on the Indiana-Illinois state 
line which is the Eastern terminus of 
Central Illinois’ transmission pipe line. 
From that point, Central Illinois in 
turn, transports such gas westwardly 
to its various distribution systems in 
the Mattoon area. The present pipe- 
line system of Central Illinois is inade- 
quate to supply the estimated future 
demands in the communities which it 
now serves in the Mattoon area due 
to lack of capacity of such system west 
of Paris, Illinois. In order to increase 
its present system capacity to the ex- 
tent required to adequately supply its 
present market with natural gas pur- 
chased at the IIlinois-Indiana state 
line, it will be necessary for Central 
Illinois to expend at least $350,000 for 
additional pipe-line facilities, whereas 
its estimated cost of the proposed new 
interconnection, referred to above, will 
be approximately $182,900. The pro- 
posed 6-inch natural gas transmission 
pipe line will have a capacity in ex- 
cess of 5,000 thousand cubic feet of gas 
per day which will be adequate to meet 
the now anticipated natural gas re- 
quirements of Central Illinois in the 
Mattoon area through 1950. Based 
upon present operations, Central II- 
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linois will be unable to meet its peak- 
day demand for the winter of 1945- 
1946 to the extent of 1,043 thousand 
cubic feet. By the winter of 1949- 
1950 this deficit, as estimated, will in- 
crease to 2,290 thousand cubic feet. 
The reserves of Panhandle are the 
common source of natural gas which 
will be obtained regardless of which 
company constructs and operates the 
facilities. Panhandle will have available 
adequate reserves to meet the require- 
ments resulting from the proposed op- 
eration of the facilities referred to. 
Central Illinois and Kentucky Natural 
are each financially able to construct 
and operate the new facilities. 

[24] The Commission found as its 
conclusions in the matter that (1) pub- 
lic convenience and necessity do not 
require the issuance of a certificate of 
public convenience and necessity to 
Kentucky Natural; (2) it is in the 
public interest that Central Illinois be 
authorized to construct and operate 
the proposed transmission pipe line be- 
tween Tuscola and Mattoon, Illinois, 
as an integral part of its transmission 
pipe-line system, and obtain its natural 
gas supply directly from Panhandle; 
(3) the delivery of the natural gas 
requirements of Central Illinois will 
not place any undue burden upon Pan- 
handle, and will not impair its ability 
to render adequate service to its cus- 
tomers; (4) the construction and op- 
eration by Central Illinois of the facili- 
ties referred to are and will be required 
by the present and future public con- 
venience and necessity, and a certificate 
authorizing such proposed construc- 
tion and operation should be issued; 
and (5) Central Illinois is able and 
willing properly to do the acts and 
perform the service proposed, and to 
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conform to the provisions of the Nat- 
ural Gas Act as amended and the re- 
quirements, rules and regulations of 
the Commission thereunder. The or- 
der complained of followed. 

The question is controlled by the 
provisions of 15 USCA § 717f, which 
provides, with certain exceptions not 
material here, that no natural gas 
company shall engage in the transpor- 
tation or sale of natural gas, subject 
to the jurisdiction of the Commission, 
or undertake the construction of any 
facilities therefor, or operate any such 
facilities, unless there is in force with 
respect to such natural gas company a 
certificate of public convenience and 
necessity issued by the Commission au- 
thorizing such acts or operations. The 
section provides for a hearing upon an 
application for such a certificate and 
for the giving of reasonable notice of 
the hearing to all interested persons, 
and that “‘a certificate shall be issued to 
any qualified applicant therefor, au- 
thorizing the whole or any part of the 
operation, sale, service, construction, 
extension, or acquisition covered by 
the application, if it is found that the 
applicant is able and willing properly 
to do the acts and to perform the serv- 
ice proposed and to conform to the 
provisions of this chapter and the re- 
quirements, rules, and regulations of 
the Commission thereunder, and that 
the proposed service, sale, operation, 
construction, extension, or acquisition, 
to the extent authorized by the certifi- 
cate, is or will be required by the pres- 
ent or future public convenience and 
necessity; otherwise such application 
shall be denied.” It is well settled that 
it is for the Commission to draw the 
conclusion that the present or future 
public convenience and necessity either 


requires or does not require the grant- 
ing of a certificate. Normally an order 
granting a certificate may be set aside 
only when the evidence admits of but 
one conclusion, that its granting will 
not serve public convenience and neces- 
sity, or that the applicant is not in a 
position to supply the need. Depart- 
ment of Conservation of Louisiana v. 
Federal Power Commission (1945) 
58 PUR(NS) 122, 148 F2d 746, 750. 
In the present case the findings of fact 
fully justify and support the Commis- 
sion’s ruling that the applicant Central 
Illinois qualified under the provisions 
of the act referred to and that the pro- 
posed service and construction is or 
will be required by the present or fu- 
ture public convenience and necessity. 
Accordingly, we are not authorized to 
set aside the ruling complained of. It 
may be true, as contended by petition- 
er, that it is also a qualified applicant, 
but such a fact, in and of itself, is not 
sufficient to set aside the granting of 
the certificate to a competing applicant. 
Where two competing applicants are 
both qualified to perform the proposed 
service, the Commission is necessarily 
called upon to rule in favor of one and 
against the other. Such a ruling can- 
not be set aside on this review unless 
shown to be arbitrary. Federal Power 
Commission v. Natural Gas Pipeline 
Co. 315 US 575, 586, 86 L ed 1037, 
42 PUR(NS) 129, 62 S Ct 736; Colo- 
rado Interstate Gas Co. v. Federal 
Power Commission (1944) 54 PUR 
(NS) 1, 142 F2d 943, 955, affirmed 
(1945) 324 US 581, 89 L ed 1206, 
58 PUR(NS) 65, 65 S Ct 829. The 
burden of making such a showing falls 
upon the petitioner. It has not been 
met in this case. Its chief contention 
in attempting to meet this burden is 
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that it has been satisfactorily supplying 
this territory since 1932 by obtaining 
natural gas from Panhandle and de- 
livering it to Central Illinois through 
its own facilities at a point on the In- 
diana-Illinois state line, and that while 
Central Illinois has been earning a fair 
return on its rate base, Kentucky Nat- 
ural has been operating at a loss for 
many years and its ability to render 
adequate service at reasonable rates in 
its remaining area would be jeopar- 
dized by the loss of its sales to Central 
Illinois. But a right to continue to 
exclusively serve the Mattoon area is 
not granted to it by the Natural Gas 
Act. On the contrary, 15 USCA 
§ 717f{(g), appears to specifically rec- 
ognize the right of the Federal Power 
Commission to issue a certificate of 
public convenience and necessity to a 
competitor, by providing ‘Nothing 
contained in this section shall be con- 
strued as a limitation upon the power 
of the Commission to grant certificates 
of public convenience and necessity for 
service of an area already being served 
by another natural gas company.” See 
Arkansas Louisiana Gas Co. v. Fed- 
eral Power Commission (1940) 36 
PUR(NS) 71, 113 F2d 281. The 
Commission also found as a fact that 
the record does not show that the abil- 
ity of Kentucky Natural to render 
natural gas service will be jeopardized 
by the loss of the business of Central 
Illinois, thus factually rejecting peti- 
tioner’s contention in that respect. 
This negative finding is supported by 
the evidence. Kentucky Natural now 
requests that this court order that ad- 
ditional evidence be taken before the 
Commission on this issue, as author- 
ized by 15 USCA § 717r(b). The 
granting of such a request is condi- 
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tional upon a showing that there were 
reasonable grounds for failure to ad- 
duce such evidence at the proceedings 
before the Commission. The record 
discloses that petitioner had ample op- 
portunity to develop this point before 
the Commission, but purposely re- 
frained from doing so. The applica- 
tion must accordingly be denied. 

[5, 6] Kentucky Natural presented 
to the Commission several factors fa- 
vorable to its application. But the 
failure of the Commission to consider 
them decisive in the matter is not 
grounds for setting aside the Commis- 
sion’s order. The Commission was 
empowered to consider other factors 
favorable to Central Illinois of more 
controlling importance. We believe 
that the fact that the construction of 
the proposed new facilities at an esti- 
mated cost of $182,900 would elim- 
inate the necessity of the expenditure 
of at least $350,000 by Central Illinois 
for otherwise necessary improvements 
and additions to its present facilities, 
and the fact that the proposed new 
facilities will enable it to obtain its 
gas requirements for the Mattoon area 
direct from Panhandle instead of in- 
directly from Panhandle through Ken- 
tucky Natural are by themselves of 
sufficient controlling importance to 
justify the ruling of the Commission in 
granting the certificate of public con- 
venience and necessity to Central II- 
linois instead of to Kentucky Natural, 
both being otherwise qualified appli- 
cants. The elimination of an unneces- 
sary middleman between the whole- 
saler and the retailer is a material ben- 
efit to the ultimate consumer at retail. 
The basic purpose of the Natural Gas 
Act is protection of the public interest. 


15 USCA § 717(a). While the Com- 
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mission has no jurisdiction to fix or 
regulate rates in local or intrastate 
sales, yet it is obvious that the cost to 
the ultimate consumer at retail is ma- 
terially affected by the sales price of the 
gas from the wholesaler to the retailer, 
and that a factor materially affecting 
this cost is entitled to considerable 
weight by the Commission in choosing 
between two competing applicants. 
Giving such consideration to this ulti- 
mate effect on consumers is not an at- 
tempt to regulate intrastate rates, but 
is an effort to perform its statutory 
duty in protecting the public interest. 
Regulation of rates by state or local 
agencies follows thereafter. Compare 
Central States Electric Co. v. Musca- 
tine (1945) 324 US 138, 144, 89 L 
ed 801, 57 PUR(NS) 81, 65 S Ct 
565. 

[7] In this case the Commission 
made a finding as follows: “Central 
Illinois proposes to reduce its rates to 
ultimate consumers if it is able to ob- 
tain its natural gas supply directly 
from Panhandle Eastern. On the oth- 


er hand, Kentucky Natural proposes 
to keep in force and effect its present 
rates to Central Illinois which will be 
in excess of the rates to be charged by 
Panhandle Eastern.” Kentucky Nat- 
ural challenges the authority of the 
Commission to make such a finding 
and to base a ruling upon such a 
ground. It points out that while the 
act as originally enacted in 1938 au- 
thorized by specific language in 15 
USCA § 717f(c), such a finding and 
ruling, yet the 1942 amendment elim- 
inated this specific authorization in its 
rewording and reénactment of the sec- 
tion. We do not believe the decision 
in the present case requires a ruling on 
that question. While such a finding 
gives added support to the ruling of 
the Commission, we believe that the 
finding can be disregarded in this case 
and the ruling of the Commission fully 
sustained on the remaining established 
facts for the reasons hereinabove in- 
dicated. 

The Commission’s order, now under 
review, is accordingly affirmed. 
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Caribou Water Works Corporation 


Vv 


Itself 


F. C. 1244 
March 5, 1947 


| ere by water utility for rate increase; limited increase 


allowed. 


Depreciation, § 82 — Straight line — Water utility. 
1. A one per cent straight-line depreciation allowance was considered rea- 


sonable for a water utility, p. 83. 


[6] 81 
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Return, § 115 — Reasonableness — Water utility. 
2. A return of between 5 and 6 per cent on its rate base was considered 


proper for a water utility with no outstanding bonds or long-term debt, 


p. 83. 

F -benses, § 109 — Taxes as operating expense. 
3. Taxes are a part of operating expenses and must be reflected in rates, 
p. 84. 

Apportionment, § 42 — Water utility — Fire protection. 


Discussion of the apportionment of water plant and expenses between fire 
protection and other services, p. 84 


Service, § 184 — Extensions to new real estate development. 
Statement that a water utility should not be expected to invest substantial 
sums of money for mains, pipes, and other facilities to serve a new real 
estate development where such an investment would put the utility in the 
position of gambling on the success of the project, p. 86. 


APPEARANCES: H. E. Locke, Au- 
gusta, for petitioner; W. P. Hamilton, 
Caribou, for inhabitants of Caribou; 
David Solomon, Caribou, for Caribou 
Chamber of Commerce; Irvine Peter- 
son, Caribou, for Caribou Utilities 
District. 


By the Commission: Caribou Wa- 
ter Works Corporation is a public util- 
ity engaged in furnishing water for 
domestic, commercial, and fire protec- 
tion purposes in the town of Caribou. 
It filed a petition against itself asking 
for a substantial raise in rates, activat- 
ed chiefly by reason of a large increase 
in investment during the last few years. 

Hearing was ordered to be held in 
Caribou on December 4, 1946, and at 
the time and place of the hearing notice 
was proved to have been given as or- 
dered and the appearances noted as 
above. 

In 1939 a utility known as Caribou 
Water, Light & Power Company was 
operating in Caribou, Maine, render- 
ing general service in the field of elec- 
trical and water supply. This Commis- 
sion had occasion during that year to 
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make a study and separation of plant 
between the electrical and water busi- 
ness. The company was then carrying 
as fixed assets in the water plant some 
$219,000. This figure was scaled 
down and after proper retirements, dis- 
tributions between departments, and 
adjustments $115,740.61 was revealed 
as the proper figure to be carried on the 
books as representing the cost of the 
property devoted to water service (F. 
C. 1098). 

September 30, 1943 (U. 1768) 
Caribou Water Works Corporation 
purchased from Caribou Water, Light 
and Power Company the water plant 
of the latter, and Caribou Water 
Works Corporation is now a petitioner 
before this Commission asking for an 
increase in water rates for the usual 
statutory reasons (§ 16, Chap 40, Rev 
Stats 1944). There has been no 
change in rates since 1939, Caribou 
Water Works Corporation having con- 
tinued its predecessor’s schedules. 

The inhabitants of Caribou by their 
attorney, filed a general denial of the 
petitioner’s claim for a rate increase. 
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Other protestants filed no pleadings 
but joined the inhabitants in objecting 
to the company request. 


Rate Base 


One of the first matters requiring at- 
tention and requested by the petitioner 
is the establishment of a rate base so 
called. As previously noted, the cost 
of the company’s plant devoted to wa- 
ter service in 1939 was set at $115,- 
740.61. Since that date (1939) there 
have been additions and retirements 
up to December 1, 1946, in the net 
sum of $132,824.90. The amount of 
investment of that date is therefore 
$248,565.51. These last expenditures 
represent in part a new filter plant, a 
new reservoir, metering of the system, 
and distribution mains. 

No attack was made on the invest- 
ment in plant. Two questions were 
raised on the value of service which 
will be discussed later. The engineer 
for the petitioner offered testimony 
that the plant at the present time was 
in 81.39 per cent condition as a whole. 
It is to be noted that more than one 
half of the plant is practically new. Ac- 
cording to the books of the company, 
the accrued depreciation reserve as of 
December 31, 1946, was $26,579.56. 
From an examination of all the data 
presented and for want of clearer testi- 
mony, we are of the opinion that the 
foregoing amount more nearly repre- 
sents depreciation of plant—a figure 
fairer to the company and being what 
the customers have actually provided. 


There must also be provided in the 
rate base an amount for working capi- 
tal and materials and supplies. The 
company asks for $10,000 for each 
item. The company bills its custom- 
ers quarterly and the annual expenses 
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such as operation and maintenance 
and taxes will run around $40,000. 
It is to be considered that the $10,000 
for working capital is reasonable. 

As to the amount necessary for ma- 
terials and supplies an examination of 
the reports of the company leads us to 
the conclusion that $6,000 is sufficient 
for that. 

The sum of these several factors 
gives a rate base of $238,000—consist- 
ing of plant minus accrued depreciation 
plus working capital and materials and 
supplies. The company requested 
$268,000 making no deduction for de- 
preciation and asking for $10,000 for 
materials and supplies. 


Depreciation 

[1] Before the Commission, the pe- 
titioner requested one per cent straight- 
line depreciation. This is more than 
the company or its predecessors have 
been taking but considering all the cir- 
cumstances the Commission finds it to 
be fair and reasonable. In the past 
the company has operated on the basis 
of 12 per cent of gross revenue less 
maintenance as the amount charged to 
the depreciation expense and credited 
to the reserve. 

The Commission, in view of the tes- 
timony of one of the company’s of- 
ficials, calls attention to the fact that 
this money is not available for divi- 
dends (Item 251 Uniform System of 
Accounts for Water Utilities) (Me.) 
and must not be used for such pur- 


pose. 
Rate of Return 


[2] The petitioner in its proposed 
rate schedules provided for a sum of 
money that would return 5.6 per cent 
on its rate base. The figures the Com- 
mission will adopt will provide initially 
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at little less than 5.6 per cent, nearer 
5.1 per cent but under normal circum- 
stances this latter figure should be- 
come increased as new customers come 
on the lines. This company has no 
outstanding bonds or long-term debt. 
It having issued $170,000 of common 
stock. The Commission believes that 
a return of between 5 per cent and 6 
per cent is proper under all the circum- 
stances, 
Taxes 


[3] The petitioner is subject to 
various city, state, and Federal taxes. 
For 1947, the company estimated a 
total of $10,225 or approximately 20 
cents on the dollar received went for 
taxes. Caribou local taxes are esti- 
mated at $6,725, Federal income tax at 
$3,000, plus several other items such 
as franchise, unemployment, etc. 

No opposition was expressed to 
these items. Taxes are a part of the 
operating expenses of any utility and 
must be reflected in the rates to be paid 
by the customer. Re Castine Water 
Co. (Me) PUR1926A 1; Mayor of 
Lynn v. Lynn Gas & E. Co. (Mass 
1940) 37 PUR(NS) 119; Re Hamp- 
ton Water Works Co. (NH 1941) 43 
PUR(NS) 321. Any increase in taxes 
imposed at the municipal or other 
levels will increase operating expenses 
by the amount of such increase. 


Uncollectible Revenues 


There should be established a re- 
serve for uncollectible accounts. (Item 
253 Uniform System of Accounts.) 
The company asks for $200 annually 
to care for uncollectible accounts. 
This is sufficient. 


Operation and Maintenance 


The operation and maintenance ex- 
@ PUR(NS) 


pense for the last few years of this 
company has been as follows: 1943, 
$21,508.36; 1944, $29,366.58; 1945, 
$25,706.51 ; 1946, $30,601.76. 

The petitioner in presenting its case 
estimated that for 1947 and the imme- 
diate future such expense could be met 
by $27,800. It stated this figure re- 
flected a sharp increase in costs of ma- 
terial as well as wage hikes. As yet 
no downward trend has appeared in 
these two items. 

Included in the above $27,800 is a 
management fee fixed at $3,500. Evi- 
dence was introduced to evaluate such 
a fee. The laborer is worthy of his 
hire but the reverse is just as true. 
We are not prepared at this time to 
question the amount from any testi- 
mony produced at the hearing. 


Summary 


Adding these items of expense for 
which it is our duty to provide reve- 
nues via payments from customers, we 
decide that schedules should be made 
up to provide gross revenues of $52,- 
800. The detail is as follows: 

(1) Operation and Maintenance 
(3 Ten — 


(4) Gastlectible on 
(5) Return on $238,000 


Division of Rates between Fire Pro- 
tection and Other Service 


It is axiomatic that certain portions 
of a utility water plant’s cost of con- 
struction should be allocated to fire 
protection. The same is true with re- 
spect to the expense of operation. 
These two items may differ a great 
teal. The theory of division is under- 
standable. 

The company estimated that 51 per 
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cent of the operating property was de- 
voted to fire protection; 30 per cent 
of the gross revenues; 8.7 per cent of 
the operating costs and concluding that 
29.6 per cent of gross operating income 
should come from fire protection and 
70.4 per cent at gross operating income 
from other service. 

The approach to the problem seemed 
to be to deduct from the entire plant, 
the purification building and equip- 
ment. (Why metering and domestic 
services were not also included as item 
devoted solely to domestic service is 
not quite clear.) It was then assumed 
that 60 per cent of the balance was al- 
locable to public fire protection and 40 
per cent to other service. 

Mr. Little, staff engineer, set up two 
theoretical water systems : one, that re- 
quired for domestic service only and 
the second, for fire protection only. 
Then each class was determined to be a 
certain percentage of the combined 
total estimates for the two classes of 
service. 

In the property account 59 per cent 
was shown to be devoted to domestic 
and 41 per cent to fire protection serv- 
ice. This opposed to 49 per cent de- 
voted to domestic and 51 per cent to 
fire protection as submitted by the 
company. 

When it came to figuring the ex- 
pense accounts, Mr. Little found 85 
per cent of operation and maintenance, 
63 per cent of taxes, 59 per cent of 
depreciation, 100 per cent of uncollect- 
ible revenues or 78 per cent of total op- 
erating expenses to domestic service. 
This left 22 per cent allocable to fire 
protection. Continuing the remaining 
item, a return on investment at approx- 
imately 5 per cent, the conclusion is 
reached that 75 per cent of the com- 
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pany’s gross revenue should be ob- 
tained from the domestic user and 25 
per cent of the gross revenue or in- 
come from fire protection. 

The Commission is of the opinion 
that Mr. Little’s division portrays a 
better separation than that proposed by 
the company. It concludes, therefore, 
that theoretically the revenues neces- 
sary should be provided, 25 per cent 
from fire protection and 75 per cent 
from other service. 

It is sometimes suggested that 
municipalities should be relieved of 
paying for fire protection. Needless 
to say, some one must pay it. Let us 
illustrate the point: “A” owns a cot- 
tage house worth $2,000, has a kitchen 
faucet and bathroom, and pays $24 per 
year at the fixture rate in Caribou. 
“B” owns a store and stock of goods 
worth $50,000, has a faucet and flush 
and pays $16 in Caribou. If there is 
no charge for fire protection made 
against and paid by the town for all 
the inhabitants, the amount contribut- 
ed by these two parties (A and B) is 
some part of the $40 that their com- 
bined rates amount to. “A” carries 
24/40 of this load on a $2,000 risk, 
while “B” carries 16/40 on a $50,000 
risk. Re: Augusta Water District 
(Me) PUR1916E 31; Dorman v. Bel- 
fast Water Co. (Me) PUR1917F 824. 

At the present time the company is 
receiving for fire protection approxi- 
mately $5,100. Twenty-five per cent 
of $52,800 would be $13,200. To in- 
crease fire protection payments by $8,- 
000 would be a very radical increase. 
We must, therefore, meet theory with 
practicability. 

A similar situation arose in 1919 
when the Lincoln Water Company pro- 
posed increase from $1,500 to $4,000 
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for fire protection was considered too 
radical for the municipality to adjust 
itself financially at one time. Re Lin- 
coln Water Co. (Me) PURI919B 
752, 760. 

We are constrained to follow this 
precedent and feel that an increase in 
charge to the town of $3,000 annually 
is all that could reasonably be imposed 
at this time. Therefore, rate schedules 
should provide for approximately $8,- 
100 from the town of fire protec- 
tion. 

The balance ($52,800—$8,100) 
$44,700 should come from other serv- 
ice. The data submitted to us is not 
sufficiently clear and comprehensive to 
enable us to work out a proper solu- 
tion. 

Two questions, relating to the value 
of the service being rendered, were 
raised by counsel for the town. 

The first related to the fire protec- 
tion furnished by the company. Fire 
Chief DeMerchant told a number of 
instances illustrative of his difficulties 
in fire fighting. A review of his testi- 
mony reveals that such of his troubles 
as can be reasonably remedied by ac- 
tion on the part of the company have 
been attended to. The petitioner has 
expressed and shown a desire to co- 
Operate to the full with the local fire 
department. 
Commission that reasonably adequate 
fire protection service is being rendered 
by the Caribou Water Works Corpora- 
tion. 


MAINE PUBLIC UTILITIES COMMISSION 


It is the opinion of the’ 





Several citizens were heard on the 
matter of extensions of service by the 
company. Caribou is a growing com- 
munity. Several real estate develop- 
ments have been opened up—quite a 
number of houses have already been 
erected and plans are in hand for fur- 
ther building of a very substantial 
quantity. The company should have 
definite terms and agreements to cover 
these situations. Those interested and 
testifying were inclined to be fair in 
the premises. They should not and 
did not expect the company to invest 
substantial sums of money for mains, 
etc., while the real estate was being 
developed, so that the company was 
put in the position of gambling on the 
success of the project. The Commis- 
sion believes this problem can be 
worked out to the mutual satisfaction 
of all concerned. It really has no di- 
rect bearing on the issues raised by the 
petitioners. 

We will require the company to 
work out in conjunction with our staff, 
a schedule to produce the foregoing 
revenues, their conclusions to be sub- 
mitted to this Commission for final 
approval. The schedules to become 
effective at the next billing period, to 
wit, April Ist. 

It is hereby ordered, adjudged, and 
decreed that said petitioner, in ac- 
cordance with the foregoing, shall pre- 
sent to the Commission for approval, a 
set of schedules designed to carry out 
the above. 
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RE PITTSFIELD COAL GAS CO. 
1e 
he MASSACHUSETTS DEPARTMENT OF PUBLIC UTILITIES 
n- 
p- ° 
a Re Pittsfield Coal Gas Company 
en 
- D.P.U. 7536 
” March 24, 1947 
ve . 
er NVESTIGATION of proposed gas rate increase; proposed rate 
ad disallowed unth right to file new rates in accordance with 
n opinion. 
nd Apportionment, § 6 — Charges to merchandising and jobbing. 
st 1. A figure presented as representing profit derived from the operation of 
1S, the merchandising and jobbing department of a gas company is incorrect 
ng when the general credit of the company is used by that department and the 
as so-called profit is obtained after the gas department has absorbed all ex- 
he pense of light, heat, power, rent, advertising, overhead salaries, and Federal 
_ income tax, without apportionment of these items, p. 89. 
be Rates, § 303 — Fuel clause — Gas rate schedule. 
on 2. The fuel clause in a gas rate schedule should reflect actual cost to the 
ii company, and a fuel clause which is operative with the price per gallon of 
” oil in the territory served but which has no direct relationship to the cost of 
he fuel to the company is improper, p. 91. 
Rates, § 261 — Uniformity of increase — Increase for limited use customers. 
to 3. A gas rate increase should be applied to all of a company’s filed schedules 
ff, in the absence of facts to sustain the company’s position in increasing the 
ng schedules of rates under which over 85 per cent of the company’s customers 
ib- are billed without increasing the schedules of a group of customers using 
about 30 per cent of the total output, p. 92. 
1al 
me > 
to APPEARANCE: Francis J. Quirico, 1946, the Pittsfield Coal Gas Company 
Pittsfield Coal Gas Company. filed with the Department schedules of 
nd rates and charges for gas, effective 
ac- By the DEPARTMENT: On June 18, August 1, 1946, as follows: 
ai M.D.P.U. No. 24 (Limited Use Rate ) Pittsfield and Dalton 
|, a M.D.P.U. No. 25 (Partial Use Rate ) Pittsfield and Dalton 
sut M.D.P.U. No. 26 (Full Use Rate ) — Dalton, Lenox, Lee, Stockbridge, Lanes- 
oro 
{ Off Season House? Pittsfield, Dalton, Lenox, Lee, Stockbridge, Lanes- 
M.D.P.U. No. 27 | 0% Sea | = 
M.D.P.U. No. 28 (Limited Use Rate ) Lenox, Lee, Stockbridge, Lanesboro 
M.D.P.U. No. 29 (Partial Use Rate ) Lenox, Lee, Stockbridge, Lanesboro 
M.D.P.U. No. 30 (Commercial Rate ) Pittsfield and Dalton 
M.D.P.U. No. 31 (Commercial Rate ) Lenox, Lee, Stockbridge, Lanesboro 


he effect of such schedules, if al- under the authority contained in G.L. 
lowed, would be an increase in the (Ter. Ed.) Chap 164, § 94, the De- 
rates and charges paid by the custom- partment, upon its own motion, or- 
ers of this company for gas. Acting dered an investigation to determine the 
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propriety of the new rate schedules and 
suspended the said schedules pending 
the results of the investigation. 

After due notice, a public hearing 
was held by the Department on Sep- 
tember 10, 1946. Notices of the hear- 
ing were mailed to the mayor of Pitts- 
field and chairmen of the boards of 
selectmen of the communities affected. 
No one appeared in opposition to the 
proposed changes in rates. 

The Pittsfield Coal Gas Company 
furnishes gas in Pittsfield, Dalton, 
Lenox, Lee, Stockbridge, and Lanes- 
boro through the meters of approxi- 
mately 15,000 customers. According 
to the return filed by the company for 
the year ending December 31, 1945, 
the company had outstanding common 
stock of $1,000,000. The premiums 
paid in on capital stock amounts to 
$106,500. There is outstanding 
$500,000 par value of 34 per cent long- 
term notes, maturing on December 1, 
1956. The company had a surplus of 

213,206.71 on December 31, 1945. 
The total cost of all property on said 
date was $2,263,569.27 and the depre- 
ciation reserve as of the same date was 
$493,564.81 or 24.25 per cent of de- 
preciable property. 

This company has paid a 4 per cent 
dividend on its common stock each 
year since 1937 and during the same 
period increased its surplus from 
$141,704 as of December 31, 1936, 
to $213,206 on December 31, 1945. 
The outstanding debt of the company 
was also reduced during the same peri- 
od from $541,500 to $500,000. 
Through the use of depreciation funds 
and surplus earnings the plant invest- 
ment of the company has increased 
$331,262 since December 31, 1936. 

The total gas output has increased 
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from 357,378 thousarid cubic feet in 
the year 1936 to 401,441 thousand 
cubic feet in the year 1940 and 524,- 
040 thousand cubic feet in the year 
1945. The operating revenue has in- 
creased from $426,538 in 1936 to 
$586,267 in the year 1945 and the 
company’s operating expenses have in- 
creased from $323,082 in the year 
1936 to $440,812 in the year 1945. 
Taxes assignable to gas operations of 
the company in 1936 were $37,590 and 
in 1945 this item increased to $72,689. 
It will be observed, therefore, that 
there has been a total increase in op- 
erating expenses and taxes of $152,829 
in comparison with an increase in op- 
erating revenues of $159,729. Non- 
operating income increased from $921 
in the year 1936 to $8,973 in the year 
1945 due principally to an increase in 
appliance sales. Reduction of the out- 
standing debt, together with a decrease 
in the interest rate from 5 per cent to 
34 per cent, has reduced the annual in- 
terest payments, from $25,794 in the 
year 1936 to $18,185 in the year 1945. 
The net earnings of the company avail- 
able for dividends have, therefore, been 
increased in these years from $40,331 
to $63,199. A contributing factor to 
the increase in earnings was a rate re- 
vision, estimated to provide increases 
of $10,526, approved by this Depart- 
ment to become effective on May 1, 


1941 (D.P.U. 6360). 


It can be seen from the above figures 
taken from the annual returns of the 
company on file with the Department 
that the operations of the company 
have been such in recent years as to 
raise a question as to the necessity for 
an increase in rates. 

The company filed exhibits at the 
hearing showing sharp increases in 
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costs for fuel and labor. An exhibit 
filed at the hearing giving comparative 
prices for coal, coke, and oil shows an 
increase as of July 1, 1946, of 19 per 
cent over the cost of gas coal per ton 
since 1942, of 30.9 per cent in the cost 
of coke per ton and 47 per cent in the 
cost of oil per gallon since 1941. An- 
other exhibit shows an average in- 
crease of 43.6 per cent in wages in the 
street department, service department, 
and for works employees and meter 
readers as of June, 1946, compared 
with June, 1941. This does not rep- 
resent an increase to that extent in 
total wages paid, however, as there had 
been a reduction in the number of em- 
ployees from seventy in June, 1941, 
to fifty-eight in June, 1946. The com- 
pany testified that it expected further 
rises in the costs of its operations. An 
exhibit filed at the hearing showing 
comparative costs of wages between 
1945 and 1946 for the period January 
to June shows an increase in wage cost 
for the first six months of 1946 over 
the same period in 1945 of $16,615 or 
on a full year basis $33,230. Com- 
parative increases in the cost of coke, 
gas coal and oil for the same period 
total $23,768 on a full-year basis. The 
annual return of the company filed 
with the Department for the year end- 
ing December 31, 1946, shows an ac- 
tual increase in total expenses of $53,- 
126 over the year 1945. The increases 
were largely offset, however, by in- 
creased operating revenues of $38,635 
as shown in the annual return for 1946. 

[1] The Department, in numerous 
orders in the past, has not allowed the 
losses of the merchandise and jobbing 
departments of gas and/or electric 
companies to be considered as an ex- 
pense to be borne by the customer. 
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The company, in arriving at the rate of 
return earned by it, has eliminated 
from the earnings the net revenue de- 
rived from its merchandise and job- 
bing operations because, as stated in 
the testimony, of the temporary nature 
of such revenues and because of the 
position heretofore taken by the De- 
partment as to such losses. 

In prescribing a Uniform System of 
Accounts for Gas and Electric Com- 
panies and in its annual return form 
for such, the Department has provided 
for the segregation of revenues and ex- 
penses from the sale and installation of 
appliances under an account “‘Merchan- 
dise and Jobbing Revenue” as nonop- 
erating income as differentiated from 
operating revenues or income from its 
utility operations. Although the rev- 
enue obtained from such sales and in- 
stallations is easily accounted for, it is 
difficult to draw a line between “New 
Business Expenses” (operating ex- 
pense accounts for the promotion and 
extension of the utility business) and 
merchandise and jobbing expenses due 
to the close relationship between the 
two. The Uniform System of Ac- 
counts is specific as to charges to the 
“New Business Expense” accounts but 
is not specific as to charges to be as- 
signed to the merchandise and jobbing 
account. However, the latter account 
does provide for advertising expense 
and also for a suitable charge for the 
use of space occupied by sales rooms 
in company owned buildings and provi- 
sion is also made for such in the De- 
partment’s annual return form. The 
return form also includes an item for 
light, heat and power. 

It has been the practice of the Pitts- 
field Company to charge its entire ex- 
pense for advertising to the “New 
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Business Expense” account and no 
charge has been made by the company 
to the merchandise and jobbing ac- 
counts for the use of the space occupied 
by sales rooms in company owned 
buildings. Although no provision has 
been made for an apportionment of sal- 
aries and commissions in the merchan- 
dise and jobbing account it does not 
follow that none such should be 
charged against appliance sales. Obvi- 
ously, some portion of the salaries, sup- 
plies, and expenses of clerks, canvass- 
ers, solicitors, and demonstrators can 
conceivably be allocated to appliance 
sales, particularly when the sale of an 
appliance does not result in increased 
load or promotion or extension of the 
business. 

The Pittsfield Company estimated 
net revenue of $25,000 based on seven 
months’ actual operations to July 31, 
1946, and later revised the estimate 
to $30,800 based on eleven months’ ac- 
tual operations to November 30, 1946, 
and, finally, reported net revenues of 
$32,016 from its merchandise and job- 
bing department in its annual return 
for the year ended December 31, 1946. 

As heretofore stated the company 
has deducted this revenue from its net 
earnings in arriving at the amount of 
return from the gas business and in an 
exhibit filed at the hearing showed 
“Earnings on Plant Investment” of 
4.23 per cent in 1941; 4.06 per cent in 
1942 ; 3.80 per cent in 1943; 4.37 per 
cent in 1944; 4.11 per cent in 1945, 
and 3.28 per cent (estimated) for the 
year 1946. It was testified by the 
witness for the company that the per- 
centage of earnings estimated for 1946 
was determined by deducting the con- 
tributions and extensions and depre- 
ciation reserve from the property in- 


68 PUR(NS) 


vestment leaving a net property invest- 
ment of $1,747,365; then taking the 
estimated net earnings available for 
dividends for 1946 of $64,883 (based 
on seven months’ actual and five 
months’ estimated) and reducing the 
same to the extent of $25,000, repre- 
senting the estimated revenue from 
merchandising and jobbing contained 
therein, then adding $17,500 interest 
on notes, the net earnings arrived at 
were $57,383 on net property of $1,- 
747,365, or net earnings of 3.28 per 
cent. 

Establishing the net revenue from 
merchandising and jobbing at $32,016 
(which figure we believe overstated for 
reasons given above) the company in 
failing to give consideration to the 
Federal income tax on such revenues 
has assessed the accrual of the tax 
against its utility operations and has, 
therefore, understated the net earnings. 
Following Out the method used by the 
company in arriving at net earnings as 
reported, and adjusting the revenues 
from merchandise and jobbing to re- 
flect Federal income taxes of 38 per 
cent, we find that the adjusted net 
earnings would be $12,000 higher or 
approximately $66,000, representing 
3.78 per cent on the net property in- 
vestment. 

As stated we do not subscribe to the 
company’s contention that the $32,- 
016 represents the profits derived from 
the operation of the merchandise and 
jobbing department as separate and 
distinct from the gas business of the 
company. The general credit of the 
whole company is used by this depart- 
ment. The so-called profit is obtained 
after the gas operating end of the busi- 
ness has absorbed all the light, heat, 
power, rent, advertising, and all over- 
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head salaries of the company together 
with the question of the Federal in- 
come taxes. Certainly an apportion- 
ment of these charges would go a long 
way towards reducing the profit from 
merchandise and jobbing, and increas- 
ing the earnings as reported from its 
gas operations. 

Actually the earnings available for 
interest and dividends without deduc- 
tion of the merchandise and jobbing 
revenue were $86,054 on the net prop- 
erty investment. The net earnings 
available for dividends of $64,036 
show a return of 5.78 per cent on the 
outstanding stock and premium of $1,- 
106,500. 

[2] The proposed new schedules will 
increase the company’s revenues ap- 
proximately $42,000 annually, it was 
estimated. An increase of 15 cents 
per thousand cubic feet on the “Limit- 
ed” and “Partial Use” rates will ac- 
count for $34,500 of the increase and 
it is expected that the remaining bal- 
ance of $7,500 will be obtained from a 
revised fuel charge on all the compa- 
ny’s schedules. The company has an 
existing fuel clause in its schedule of 
rates which is operative with the price 
per gallon of oil in the territory served 
by the company, and having no direct 
relationship to the cost of fuel to the 
company. The fuel clause now pro- 
posed is more in keeping with the prin- 
ciples outlined in the recent order of 
the Department relating to uniform 
fuel clauses of electric companies 
(D. P. U. 7357), and reads as fol- 
lows: 

“Whenever the weighted average- 
cost of boiler fuel, plus generator 
fuel, plus water gas oil, less credits for 
residuals, for any consecutive three 
months’ period exceeds 28.4 cents per 
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thousand of gas manufactured, then for 
each mill of such excess the price of 
all gas sold to customers in excess of 
8,000 cubic feet under the rates so des- 
ignated shall be increased one mill per 
thousand computed to the nearest mill 
and shall apply to all bills rendered dur- 
ing the second billing month following 
such three months’ period. The cost 
of boiler fuel, generator fuel, water gas 
oil, and of residual credits shall be de- 
termined in accordance with the Uni- 
form System of Accounts as prescribed 
by the Massachusetts Department of 
Public Utilities.” 

The clause, as worded, is similar in 
form to the fuel clauses contained in 
the schedules of rates of gas companies 
generally and meets with our approval. 
The limitation of the application of the 
clause to “all gas sold to customers in 
excess of 8,000 cubic feet,” is con- 
tained in its present fuel clause and 
the Pittsfield Company will continue to 
absorb the major part of its increase in 
fuel costs, as the average domestic cus- 
tomer uses less than 2,000 cubic feet 
monthly, which class of customer uses 
approximately 55 per cent of all gas 
sold annually by the company. 

The weighted average cost of 28.4 
cents is the average cost for the year 
1945 reduced by 5 cents to reflect the 
application of the existing fuel charge 
at the time of filing the new rates. In 
other words, if the actual weighted 
average for the year 1945 of 33.4 cents 
was used as a base, the company would 
lose the benefit of increased fuel costs 
derived under the existing clause. 

We are heartily in accord with the 
company’s position that the fuel clause 
should reflect actual costs to the com- 
pany and that the local price of fuel oil 
does not reflect such costs. 
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From the record before us, in this in- 
vestigation, we are hesitant of approv- 
ing the proposed new schedules as 
filed. Estimates have been made of 
increased costs but no estimate has 
been made of increased revenues, al- 
though the revenues of the company 
have increased steadily in recent years. 
The record speaks of extensions to 
serve new homes in the territory of 
the company and of the demand for 
new appliances. New extensions and 
appliance sales should be productive of 
increased revenues. It is, however, 
conjectural how much additional rev- 
enue will be obtained and it is difficult 
to estimate. There is always the pos- 
sibility, however doubtful at present, 
that with stabilized conditions in- 
creased revenues may exceed increased 
costs. 

It is the opinion of the Department 
that increases in the present schedules 
of rates and prices which will produce 
increased revenues of approximately 
$25,000 should enable the company to 
meet its present problems. As already 
pointed out the earnings of the com- 
pany in 1946 were slightly below 6 
per cent on the outstanding stock and 
premium. With the increase in reve- 
nues approved herein, if the company 
continues to experience increased sales, 
it should earn over 6 per cent on its 
outstanding stock and premium in 
1947. It cannot be considered that 
conditions today are stabilized and, if 
results show that a further increase in 
rates is necessary, the company can at 
any time file with the Department new 
schedules of rates and prices. 

[3] At the time of filing the pro- 
posed new schedules, the company es- 
timated that the new fuel clause in the 
rates would increase the revenue un- 


der its rate schedules $7,500. From 
all of the information before us, it ap- 
pears that the differential existing in 
the present and proposed new fuel 
clause has been narrowed considerably, 
so that this increase in revenue has al- 
ready been obtained to a very large ex- 
tent by the company. This, therefore, 
leaves for our determination the equity 
of the increase of $34,500 applied to 
the rates for limited and partial use 
customers. 

In the absence of facts to sustain the 
company’s position in increasing the 
schedules of rates under which over 85 
per cent of the customers of the com- 
pany are billed without increasing at 
the same time the schedules of a group 
of customers using about 30 per cent 
of the total output of the company, we 
take the position that an increase 
should be applied to all the filed sched- 
ules. It is true that the fuel clause has 
provided increased revenue, or better 
stated, has offset increases in fuel costs 
on the schedules on which no increase 
in base rates has been applied, but, 
customers under those schedules have 
not been asked to bear any part of the 
burden of increased wage, material, 
and general overhead costs in the pro- 
posed new rates. 

Rather than increasing the rates for 
limited and partial use customers 15 
cents per thousand cubic feet, we be- 
lieve that the record in this case war- 
rants a more equitable distribution of 
the increased costs by the addition of 5 
cents in all the steps of all of the com- 
pany’s filed schedules will be more 
equitable. Such an increase together 
with the application of the new fuel 
clause, we estimate, should be produc- 
tive of an approximate increase in rev- 
enues of $25,000 annually. 





68 PUR(NS) 





le 
le 


, 
) 


at 


ip 
nt 


d- 
as 
er 
ts 
se 


ve 
he 
al, 





RE PORTLAND GAS AND COKE CO. 





SECURITIES AND EXCHANGE COMMISSION 


Re Portland Gas & Coke Company 


File No. 70-1498, Release No. 7350 
April 14, 1947 


PPLICATION by subsidiary of holding company, pursuant to 

§ 6(b) of Holding Company Act, for exemption of issue 

and sale of promissory notes from §§ 6(a) and 7 of the act; 
granted. 


Security issues, § 13.2 — Exemption under Holding Company Act — Factors con- 


sidered. 


1. The only questions before the Commission on an application under § 6(b) 
of the Holding Company Act,.15 USCA § 79f(b), for the exemption of 
the issue and sale of notes from the provisions of §§ 6(a) and 7 of the act, 
15 USCA §§ 79f(a), 79g, are whether the issue and sale are solely for the 
purpose of financing the business of the applicant, whether they have been 
expressly authorized by the Commissions of the states in which the com- 
pany is organized and operating, and whether it is necessary, in the public 
interest and for the protection of investors and consumers, to impose any 


terms or conditions, p. 95. 


Security issues, § 13.2 — Exemption under Holding Company Act — Imposition 


of terms and conditions. 


2. The Commission, in exempting the issuance and sale of promissory notes 
of a subsidiary of a holding company from the provisions of §§ 6(a) and 7 
of the Holding Company Act, 15 USCA §§ 79f(a), 79g, deemed it unneces- 
sary to impose any terms and conditions, in view of the company’s urgent 
need for funds to maintain adequate service and the impracticability of ob- 
taining such funds from other sources, although in the absence of the special 
circumstances of this case, it might be reluctant to exempt without condi- 
tion transactions resulting in an increase in the ratio of long-term indebted- 
ness to total capitalization and surplus, particularly where the applicant had 
large arrearages on its preferred stock as this company had, p. 95. 


By the Commission: Portland Gas 
and Coke Company (“Portland’’), a 
subsidiary of American Power & Light 
Company, a registered holding com- 
pany, has filed an application and 
amendment thereto pursuant to § 6(b) 
of the Public Utility Holding Com- 
pany Act of 1935, 15 USCA § 79f(b) 


for exemption from the provisions of 


§$§ 6(a) and 7 thereof of the issue and 
sale to three banks in Portland, Ore- 
gon, of promissory notes in an aggre- 
gate principal amount of $2,500,000. 
Such notes will bear an interest rate 
of 2? per cent per annum and will 
be issued as follows: $500,000 on 
April 15, 1947; $500,000 on June 2, 
1947 ; $750,000 on July 15, 1947; and 
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$750,000 on September 15, 1947. 
The notes will be payable as follows: 
$500,000 on October 1, 1948; $500,- 
000 on October 1, 1949; $750,000 on 
October 1, 1950; and $750,000 on 
October 1, 1951. 

The issue and sale of such notes 
have been expressly authorized by the 
Public Utilities Commissioner of the 
state of Oregon, the state in which the 
company is organized and doing busi- 
ness, and by the Department of Public 
Utilities of the state of Washington, 
where the company also does busi- 
ness. 

The proceeds of the issue and sale 
of such notes will be used by Portland 
to construct additional facilities which 
are stated by the company to be essen- 
tial to meet the increased demand for 
service.’ The company normally 
manufactures gas and other products 
from heavy residuum oil. However, 
due to the unprecedented increase in 
demand for service, it became neces- 
sary as a temporary expedient during 
the heating season of 1946-47 to use 
large quantities of Diesel oil because of 
its higher gas-making value. By this 
means, the company was able to in- 
crease the production capacity of its 
generators by 110 per cent. The com- 
pany states, however, that the use of 
Diesel oil results in an increased cost 
of $1.05 per barrel over the price of 
heavy residuum oil and, while Diesel 
oil can be used advantageously for 
peaking purposes, its extensive use 
means abnormally high production 
cost arising in part from a reduction 
in the quantity of by-products pro- 
duced. As a result of such high pro- 


duction cost, the company’s income 
was materially reduced during the win- 
ter months of 1946-47. After instal- 
lation of the proposed new facilities, 
the quantity of Diesel oil used during 
peak periods will be reduced more than 
90 per cent. Engineers who have been 
employed to design and supervise the 
installation of the new equipment esti- 
mate that the resultant savings in oil 
costs alone will approximate $1,500,- 
000 annually. 

The company has indicated in its 
estimates of cash receipts and dis- 
bursements for the years 1947 to 1951, 
inclusive, that the increase in income 
resulting from the proposed new con- 
struction will be sufficient to enable it 
to carry the increased interest charges 
as well as to repay the contemplated 
loans at maturity. 

The note agreement provides, 
among other things, that without the 
written consent of the holders of 60 
per cent of the principal amount of the 
notes : 

(1) the company will not declare 
any dividends on its capital stock (a) 
except out of earned surplus accumu- 
lated after April 30, 1947, or (b) in 
any amount in excess of $450,000 per 
annum, or (c) which would have the 
effect of reducing the total of current 
assets below the total of current liabil- 
ities ; 

(2) the company will not issue ad- 
ditional bonds in excess of $2,000,000 
principal amount unless the proceeds 
in excess of $2,000,000 are applied to 
the payment of the notes. 

The agreement also provides that 
upon request of the banks, after Oc- 





1 The orders of both state Commissions re- 
quire that the company submit to the state 
Commission on or before May 25, 1947, and 
each month thereafter, a verified report show- 


68 PUR(NS) 


ing its expenditures during the preceding 
month from the proceeds of said short-term 
borrowings for additional production and dis- 
tribution facilities. 
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RE PORTLAND GAS & COKE CO. 


tober 1, 1949, the company will, if per- 
mitted to do so by the regulatory au- 
thorities, issue additional bonds in an 
amount not exceeding the unpaid bal- 
ance of the notes and will deliver such 
bonds as collateral security for the pay- 
ment of the notes. Upon delivery of 
such bonds, the dividend restrictions 
mentioned above will be removed. 

[1] The only questions before us 
under § 6(b) of the act are whether 
the issue and sale of the notes are sole- 
ly for the purpose of financing the busi- 
ness of Portland, whether such issue 
and sale have been expressly author- 
ized by the Commissions of the states 
in which the company is organized and 
doing business and whether it is neces- 
sary for us in the public interest and 
for the protection of investors and con- 
sumers to impose any terms or condi- 
tions. 

As indicated above, the issue and 
sale of the notes are solely for the pur- 
pose of financing the business of the 
company and have been expressly ap- 
proved by the respective state Com- 
missions having jurisdiction. 


[2] The issuance of the proposed 
notes will increase the ratio of long- 
term debt to total capitalization and 
surplus from 42.7 per cent to 48.1 per 
cent. If the anticipated operational 
savings are disregarded, coverage of 
total income deductions will, on the 
basis of 1946 earnings, be reduced 
from 2.6 to 2.3 times and of total in- 
come deductions plus regular pre- 
ferred stock dividends from 1.4 to 1.3 
times. In the absence of the special 
circumstances of this case, we might 
be reluctant to exempt without con- 
dition transactions which result in an 
increase in the ratio of long-term in- 
debtedness to total capitalization and 
surplus, especially in the case of a com- 
pany such as Portland which has large 
arrearages on its preferred stock. 
However, in view of the company’s 
urgent need for funds to maintain ade- 
quate service, as indicated by the or- 
ders of the state Commissions, and the 
impracticability of obtaining such 
funds at this time from other sources, 
we do not deem it necessary to impose 
any terms or conditions. 





NORTH CAROLINA UTILITIES COMM!SSION 


Re Goldsboro Gas Company 


Docket No. 3850 
April 29, 1947 


ROCEEDING to fix plant account and depreciation reserve for 
gas property acquired; determination made as to amount to 
be recorded on books. 


Valuation, § 16 — Book value of property acquired — Appraisal during normal 
period. 

A field inventory of gas plant made in 1934, during a normal period, giving 
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NORTH CAROLINA UTILITIES COMMISSION 


reproduction cost at slightly less than book value as shown on the books 
at the time, and depreciated at 3 per cent over the subsequent 12-year period 
to obtain a value in 1946, is more acceptable as a proper book value and 
depreciation reserve to be recorded on the books than a valuation statement 
as of 1946 giving estimated original cost, estimated depreciation, and esti- 


mated value. 


By the Commission: In this case 
the Goldsboro Gas Company having 
acquired the gas property of the Tide 
Water Power Company at Goldsboro, 
North Carolina, by the authority of 
this Commission in order issued De- 
cember 7, 1946, comes before the 
Commission and asks that the Com- 
mission pass upon and provide a prop- 
er book value and depreciation reserve 
for the property acquired. 

With its application the company 
presents a valuation statement as of 
June 5, 1946, of said acquired prop- 
erty prepared by E. Holley Poe and 
Associates. This statement gives the 
estimated original cost of said prop- 
erty as $187,269.29; estimated depre- 
ciation, $84,906.54; estimated value 
June 5, 1946, $102,362.75. 

This Commission has on file in its 
office a field inventory of the same 
plant at Goldsboro made by the Tide 
Water Power Company, which was 


the owner at that time, as of December 
31, 1934. This inventory gives the 
reproduction cost value of said prop- 
erty as $209,951.96 which was slightly 
less than the book value of said prop- 
erty shown on the books of the com- 
pany at that time. Depreciating this 
property at the rate of 3 per cent per 
annum for the past twelve years gives 
a value as of December 1, 1946, of 
$134,369. 

This Commission feels impelled to 
accept the Tide Water valuation rather 
than the one presented by the appli- 
cant as this inventory was made dur- 
ing a more normal period than the one 
presented by the applicant, therefore 

It is ordered, that the Goldsboro Gas 
Company is hereby authorized and di- 
rected to record on its books property 
in the aggregate sum of $134,369 and 
accrued depreciation of $69,369, ef- 
fective as of date said property was ac- 
quired. 
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Florida Power & Lt. to Spend 
$85,000,000 on Construction 


‘To FLoripA Power & LicgHt CoMPANY 
will spend $85,000,000 on a postwar ex- 
pansion program, according to an announce- 
ment by President McGregor Smith. 

The $85,000,000 program providing for ex- 
pansion of generating and distributing facilities 
over the whole state, will extend through 1950 
and, when completed, will boost the company’s 
kilowatt capacity to 470,000. 


Autocall Co. Issues Booklet on 
Signal and Control Equipment 


5 AUTOCALL ComPANY, of Shelby, Ohio, 
announces the release of a new brochure 
covering their line of electrical signal and con- 
trol equipment for public utility and industrial 
power plants. 

The booklet illustrates annunciators in vari- 
ous sizes and styles, audible signals, including 
horns, whistles, chimes, and vibrating and single 
stroke bells; plus the ‘heart’ of the automatic 
paging equipment—the Autocall central send- 
ing station which, in addition to its use in 
notifying individuals of phone calls, emergen- 
cies, etc., will automatically signal ‘Start’ and 
‘Stop’ work and rest periods. 

Autocall relays and switches are also illus- 
trated, including the Autocall transformer 
pressure-temperature device which automati- 
cally warns of excess pressure and/or tempera- 
ture in oil-filled transformers, voltage regula- 
tors, etc. 

Still another section of the booklet is devoted 
to equipment using the Autocall print re- 
corder which automatically prints a complete 
record of all station operations from the in- 
ception of trouble conditions to the final resto- 
ration to normal. 

Other Autocall power plant equipment is also 
shown, including the Autocall diagram board, 
and a supervisory system for small municipal 
and industrial A. C. networks. 

Copies of this booklet may be obtained with- 
out obligation, by writing to the manufacturer, 
530 Tucker avenue, Shelby, Ohio. 


U. S. Rubber Issues Booklet 
On Aluminum Building Wire 


HE wire and cable department of United 
States Rubber Company has published a 
handbook on Aluminum Building Wire. The 
booklet emphasizes that aluminum wire is now 
on a par with copper in regard to quality and 


Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; similar information relating 

to government owned utilities; news concerning prod- 

ucts, supplies and services offered by manufacturers; 
also notices of changes in personnel. 





that it offers an economical advantage because 
of low production costs. It points out further 
that aluminum is in plentiful supply while 
copper continues to be scarce. The booklet 
contains tables showing the relative weights 
of various size aluminum and copper conduc- 
tors. 

For a copy of the booklet write to the wire 
and cable department, United States Rubber 
Company, 1230 Avenue of the Americas, New 
York 20, New York. 


Planned Lighting Merit Award 
Competition Rule Books Ready 


4 i official rule book and entrant’s guide 
for the Planned Lighting Merit Award 
Competition of the 2nd International Lighting 
Exposition and Conference is now ready for 
distribution. The booklet contains 12 pages of 
rules and suggestions for preparing entries. 
Covered are such subjects as minimum data 
required, type of photographs or lighting lay- 
outs, what to include in reporting Industrial 
Lighting installations, type of information de- 
sirable for inclusion in commercial lighting 
applications, and data pertinent to street light- 
ing and floodlighting jobs. According to the 
Merit Award Committee, copies may be ob- 
tained from any of the more than eighty light- 
ing equipment manufacturers exhibiting at the 
Exposition or by writing the Merit Award 
Committee, 326 W. Madison Street, Chicago, 
Illinois. 


Large Expansion Planned 


U NION ELEectric COMPANY OF MissourI has 
a construction budget of $22,900,000 for 
1947. This is about one-third of the $70,000,- 
000 expansion contemplated for the next five 
years, 


Guth Issues New Portfolio of 
Planned Lighting Equipment 


T= new Guth portfolio of Planned Light- 
ing Equipment has just been made avail- 
able. It contains descriptive literature in loose- 
leaf form on a representative group of Guth 
fluorescents. 

The information in this literature has been 
prepared with the consumer’s and the lighting 
counseler’s viewpoints in mind, The Portfolio 
gives complete details on the construction and 
performance of these lighting fixtures, so it is 
easy for the consumer to make a comparison 
and choice. It also provides helpful lighting 
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the COMPLETE line 
of Conductor Fittings 






You'll find that Penn-Union offers all the 
good types of terminals, in a complete range 
of sizes: Solderless lugs to grip the conductor 
by Bolt, Screw, Post-and-Nut, or Multi-Slit 
Tapered Sleeve; Vi-tite, E-Z, clamp type, 
shrink fit, etc., etc. Soldering lugs and sheet 
metal terminals in wide variety. 


Also Tee Connectors; Cable Taps; Straight, 
Parallel, Elbow and Cross Connectors; Bus 
Supports, Clamps, Spacers; Grounding 
Clamps; Service Connectors, etc. Penn-Union 
connectors are the choice of leading utilities 
—because every fitting is mechanically and 
electrically dependable. 


ELECTRIC CORPORATION 
Sold by Leading Wholesalers 


PENN-UNION 
ERIE, PA. 


PENN-UNION 


CONDUCTOR FIirTrrinGa ™S 


19, 1947 


Penn-Union manufactures 





data and light-engineering factors that enable 
the lighting man to accurately predetermine 
lighting results. 


Hotpoint Issues New Handbook 


wr the statement that a well informed 
‘Y and profit-minded dealer organization is 
the manufacturer’s best assurance of a satis- 
fied consumer, L. C. Truesdell, vice president 
of marketing for Hotpoint, Inc., has announced 
the development of a training “encyclopedia” 
on Hotpoint appliances for immediate distribu- 
tion through the company’s product service 
division. The new handbook was designed 
primarily to assist dealers who are engaged in 
training programs for newly employed product 
service employees. 

A departure from the former parts-catalog, 
it provides complete servicing information on 
every major home appliance ever manufac- 
tured by Hotpoint. To increase the permanent 

value, provisions have been made for the in- 
sertion of supplementary pages as new prod- 
ucts are announced. Charts and diagrams may 
be added from time to time in their proper 
relationship through the use of decimally 
numbered pages. 


American Gas & Electric Corp. 
Presented Coffin Award 


HE annual Charles A. Coffin award by the 

General Electric Company to a public 
utility “for outstanding public service and 
benefit to American industry,” was presented 
the New York State Electric and Gas Cor- 
poration by Charles E. Wilson, G-E president, 
at the 1947 convention of the Edison Electric 
Institute held in Atlantic City, recently. 

The presentation marked the 25th anniver- 
sary of the founding of the award by the board 
of directors of General Electric on the retire- 
ment of Mr. Coffin from active leadership of 
the company he had founded. 

The public utility award comprises a gold 
medal, and $1,000 presented to the recipient’s 
employees’ benefit or similar fund. Ralph D. 
Jennison, president of the New York State 
Electric and Gas Corporation, received the 
award in behalf of his company. 

The 1947 winner was named by the Charles 
A. Coffin Award Committee of the E.E.I., “for 
the development of the Jennison Steam Sta- 
tion, using fuel which heretofore had been 
considered of little value, to give a low-cost 
production of electricity, and for excellent 
progress in rural electrification.” 


U. S. Rubber Expands Wire 
Production Facilities 


XPANSION of wire production facilities in 
the Bristol, Rhode Island plant of United 
States Rubber Company was announced by C. 
W. Higbee, manager of the company’s wire 
and cable department. 
The expansion involves purchase of more 
than a million dollars worth of rubber and 
plastic insulating equipment from the govern- 
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ment and other sources. The additional facili- 
ties are expected to increase the plant’s capacity 
to three times its prewar output. 

The bulk of the new machinery is designed 
for insulating wire by the company’s patented 
Laytex dipping process. This process produces 
lightweight wire with smaller diameters and 
perfectly-centered conductors, resulting in 
superior electrical properties, 


Cleveland Electric Illum. Plans 
New Generator for 1950 


prsne for installation in 1950 of an addi- 
tional 75,000 kilowatt capacity generator in 
its Lake Shore Power plant in Cleveland were 
recently announced by the Cleveland Electric 
Illuminating Company. 

The new instalation, according to Mr. Elmer 
L. Lindseth, president, will mean an expendi- 
ture of about $8,000,000, increasing the com- 
pany’s current construction budget to $65,000,- 
000. The generator installation will involve an 
addition to the present building, an additional 
boiler, and new auxiliary equipment, 


Construction Loans Announced 


ONSTRUCTION loans — chiefly for distribu- 
tion lines, system improvements or new or 
additional generating capacity — recently were 
made to the following enterprises by the Rural 
Electrification Administration: 
Wiregrass Electric Codperative, Inc., Hart- 
ford, Ala., $480,000. 
Rideta Electric Codperative, 
Ayr, Iowa, $230,000. 
Dixie Electric Membership 
Baton Rouge, La., $224,000, 
Howard Electric Cooperative, Fayette, Mo., 
$152,000. 
Rutherford Electric Membership Corpora- 
tion, Forest City, N. C., $27,000. 


Inc., Mount 


Corporation, 


Sam Houston Electric’ Codperative, Inc., 
Livingston, Tex., $350,000. 
Mid-South Electric Codperative Associa- 


tion, Navasota, Tex., $125,000. 

Clay County Electric Cooperative Corpora- 
tion, Corning, Ark., $264,000. 

Halifax Electric Membership Corporation, 
Enfield, N. C., $13,000. 

Sullivan County Rural Electric Cooperative, 
Inc., Forksville, Pa., $134,000. 

Tri-County Rural Electric 
Mansfield, Pa., $240,000. 

Fairfield Electric Codperative, Inc., Winns- 
boro, S. C., $30,000. 

Erath County Electric Codperative Associa- 
tion, Stephenville, Tex., $200,000. 

Burt County Rural Public Power District, 
Tekamah, Nebr., $125,000. 

Four-County Electric Membership Corpora- 
tion, Burgaw, N. C., $55,000. 

Union Electric Membership 
Monroe, N, C., $285,000. 

Cornelius Electric Membership Corporation, 
Cornelius, N. C., $46,000. 

Northfork Electric Coéperative, Inc., Sayre, 
Okla., $150,000. 

Northwestern 


Cooperative, 


Corporation, 


Rurai Electric Cooperative 


Association, Inc., Cambridge Springs, Pa., 
$225,000. 
Valley Rural Electric Cooperative, Inc., 


Huntingdon, Pa., $190,000. 

Fairfield Electric Cooperative, Inc., Winns- 
boro, S. C., $355,000. 

Lower Colorado River Electric Codperative, 
Inc., Giddings, Tex., $485,000. 

Central Virginia Electric Cooperative, Lov- 
ingston, Va., $373,000. 

Chippewa Valley Electric Codperative, Cor- 
nell, Wis., $490,000. 

Taylor County Electric Coéperative, Med- 
ford, Wis., $255,000. 

Rural Electric Company, Pine Bluffs, Wyo., 
$138,000. 

Kingman Electric 
Maine, $186,000. 

Black River Electric Cooperative, Ironton, 
Mo., $288,000. 

Co-Mo Electric Codperative, Inc., Tipton, 
Mo., $84,000. 

Sulphur Springs Valley Electric Cooperative 
Inc., Willcox, Ariz., $440,000. 

Clay Electric Cooperative, 
Heights, Fla., $600,000. 

Little Ocmulgee Electric Membership Cor- 
poration, Alamo, Ga., $140,000. 

Radiant Electric Cooperative, Inc., Fredonia, 
Kans., $425,000. 

Victory Electric Cooperative 
Inc., Dodge City, Kans., $620,000 

Pointe Coupee Electric Membership Corpo- 
ration, New Roads, La., $110,000. 

Charles Mix Electric Association, Inc., Lake 
Andes, S. D., $425,000. 
Stanford Electric Cooperative, Inc., Stam- 
ford, Tex., $250,000. 
Kodiak Electric 
Alaska, $310,000. 

Norris Rural Public Power District, Beat- 
rice, Neb., $235,000. 

French Broad Electric Membership Corpo- 
ration, Marshall, N. C., $710,000. 

Riceland Electric Codperative, Inc., Stutt- 
gart, Ark., $135,000. 

Slash Pine Electric Membership Corpora- 
tion, Homerville, Ga., $50,000. 

Clay Electric Coéperative, Inc., Flora, IIL. 
$200,000. 

Norton-Decatur Cooperative Electric Com- 
pany, Inc., Norton, Kans., $515,000. 

Carlton County Cooperative Power Associa- 
tion, Kettle River, Minn., $195,000. 

Fergus Electric Codperative, Inc., Lewis- 
town, Mont., $500,000. 

Wake Electric Membership 
Wake Forest, N. C., $292,000. 

Canadian Valley Electric Cooperative, Inc., 
Seminole, Okla., $96,000. 

Vermont Electric Cooperative, Inc., John- 
son, Vt., $189,000. 

Buffalo Electric Cooperative, Alma, Wis., 
$355,000. 

Dunn County Electric Cooperative, Menom- 
onie, Wis., $235,000. 

North Plains Electric Cooperative, Inc., of 
Perryton, Tex., $385,000. 


Company, Kingman, 


Inc., Keystone 


Association, 


Association, Inc., Kodiak, 


Corporation, 
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a Exclusive NEWS 
, Fe Every Week 
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PUBLIC UTILITY 
FINANCE 


Keep posted on utility 








financial developments with the 


P.U.R. UTILITIES FINANCIAL LETTER 


AN appraisal and summary of de- 
velopments affecting the financial as- 
pects of public utilities — presented 
each week in a four-page Letter. This 
important information is assembled in 
departmentalized form, classified un- 
der these headings: Highlights of the 
News, Security Markets, Holding Com- 


tables are used frequently to indicate 
security trends. Prepared by our spe- 
cial financial staff in New York City, 
the P.U.R. UTILITIES FINANCIAL 
LETTER provides the busy executive 
with a carefully digested review of fi- 
nancial activities affecting the public 
utility industry. An exclusive, helpful 





pany Plans, Earnings and 


Dividends, Financing — Cur- $25 
Annually— 
52 Letters a year. 


rent and Pending and Notes 
and Comment. Charts and 





Letter for those interested 
in keeping abreast of the 
utility financial picture each 
week. 








Published by— 


PUBLIC UTILITIES REPORTS, 


Munsey Building 


> 


INC. 
Washington 4, D. C. 


To P.U.R. UTILITIES FINANCIAL LETTER 
1040 Munsey Building, Washington 4, D. C. 





Use This DO vi uecamnadasaesanen 
Convenient Please enter my/our order for P.U.R. UTILITIES FINANCIAL LETTER 
(fifty-two Letters annually) at $25 a year. 
Order 
: () Payment enclosed OC Send bill 
Form NAME 
AFFILIATION sieGeaeadanamnbebeiiiass 
a : STREET & NO. Re IT ee 
city I MI a. sitcininsicninainiiin 
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CUMULATIVE 





A Digest That Is Serviced 


The Only Complete Digest of Public Service Law and Regulation 





A WORK OF PRIMARY AUTHORITY CONTAINING THE 
DECISIONS AND RULINGS OF THE 


United States Supreme Court 





A SHORT CUT United States Circuit Courts SIMPLE 

COVERING of Appeals ALPHABETICAL 
FIFTY YEARS United States District Courts CLASSIFICATION 

State Courts o> euneeeen 

Federal Regulatory aes 

N EXHAUSTIVE Commissions anil “die 
: on a State Regulatory Commissions a 
Insular and Territorial Regu- ee ee 
THE LAW latory Commissions A GREAT SERVICE 
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Tenth Floor, Munsey Building, Washington 4, D. C. 
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ARE YOU STILL 
AN ACTIVE 
PARTNER... 





in this ‘’7% billion-a-year’’ success? 


Your continued support in promoting the Pay- 
roll Savings Plan will help “America’s partner- 
ship” this year to repeat or surpass last year’s 
four-star performance, in which sales of U. S. 
Savings Bonds were 7% billion dollars—exceed- 
ing redemptions by far more than a billion! 

So keep up the splendid work—keep on telling 
and selling your employees the advantages of 
Payroll Savings: (1) ease; (2) regularity; (3) 
safety of investment; (4) security for the indi- 
vidual and the nation; (5) $4 for every $3 at 
maturity! And, remember, people with a stake 
in the future are the most stable, most productive 
employees. 

For any help you need in conducting the Plan, 
call on your State Director of the Treasury De- 
partment’s Savings Bonds Division. 


New Savings Bonds Plan 
won’ t affect the P.S.P.. 


Tue Treasury Depart- 
ment and the banks of 
America are making it 
possible for farmers, doc- 
tors, and other self-em- 
ployed people to partici- 
pate in “automatic” Bond 
buying by special arrange- 
ment with their banks. 
This extension of the Sav- 
ings Bonds program is not 
a partial payment plan and 
is intended only for people 
who are not in a position 
to take advantage of the 
Payroll Savings Plan. 


The Treasury Department acknowledges with appreciation the publication of this message by 


Pusiic UTiLities ForTNIGHTLY 





This is an official U. S. Treasury advertisement prepared under the auspices of the 
Treasury Department and The Advertising Council, 
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PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, design, and construction. » » > 





Tae American Arppraisat Company 
ORIGINAL COST STUDIES e VALUATIONS « REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 


ond other principal cities 








DAY & ZIMMERMANN. INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 








$2 ford, Bacon & Davis 


BaD VALUATIONS Engineers CONSTRUCTION 


REPORTS RATE CASES 
NEW YORK @ PHILADELPHIA @ CHICAGO @ LOS ANGELES 








GILBERT ASSOCIATES, Inc. 








SPECIALISTS 
Steam, Electric, Gas, Hydro, POWER ENGINEERING SINCE 1906 Purchasing and Expediting, 
—— and mca —e Serving Utilities and Industrials _—- peace ate. enn 
eaaiene oa -sevancting Reading . Philadelphia Original Cost Accountiag, 
Feed Water Treatment. Washington bd New York Accident Prevention, 








FREDERIC R. HARRIS, INC. 
FREDERIC R. HARRIS ENGINEERING CORPORATION 


FREDERIC R. HARRIS FREDERICK H. DECHANT 
ENGINEERS 
Reports Designs Management 
NEW YORK 
Atlanta Knoxville Philadelphia San Francisco 
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PROFESSIONAL DIRECTORY (continued) 





conaraccion Hl, A. KULJIAN & COMPANY setseion 


Engineers 
Public Utilities and Industrials. 


Los Angeles 13 PHILADELPHIA 2 New York 6 








WILLIAM 8S. LEFFLER 
Engineers Associated 
Management Consultants 


Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 








LOEB AND EAMES 


Public Utility Engineers and Operators 
Ice and Refrigeration 


Valuations, investigation reports, design and supervision of construction 


57 WILLIAM STREET NEW YORK 








N. A. LOUGEE & COMPANY 


(SUCCESSORS TO J. H,. MANNING & COMPANY) 


REPORTS — INVESTIGATIONS — VALUATIONS 
BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 











CHAS. T. MAIN, INC. 


Power Surveys—Investigations-—V aluations—Reports 
Steam, Hydro Electric and Diesel Plants 
Boston, Mass. “=<. Washington, D. C. 








Ds Complete Services for GAS and ELECTRIC Utilities 


sal J 
DESIGNING * ENGINEERING * CONSTRUCTION ‘a NAVRE 
PIPING * EQUIPMENT * SURVEYS * PLANS Ty C | ar 


Complete Plants, Additions or Installations . . 





ENGINEERS * CONSTRUCTORS « MANUFACTURERS 


every detail geared to more profitable operation. 


See Sweets Files, Refinery Catalog, etc., for details FIDELITY BUILDING, KANSAS CITY 6, MIS 


(Professional Directory Continued on Next Page) 








30 


Public Utilities Fortnightly 


June 19, 1947 








PROFESSIONAL DIRECTORY (continued) 








PUBLIC UTILITY ENGINEERING & 
CORPORATION 
CONSULTING ENGINEERS 


OPERATIONS 
STEAM — HYDRAULIC — GAS 


231 S. LA SALLE ST., CHICAGO (4), ILL. 


SERVICE 


DESIGN 











SANDERSON & PORTER 


ENGINEERS 
AND 


CONSTRUCTORS 


S&P 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervisiow 
Chicago 3, Ili. 











E. A. STEINBERGER 


Consulting Valuation A 





tant and Engi 
Depreciation Studies, Original Cost Accounting, 
Valuations and Unitization of Gas Properties. 
Member 
The National Society of Professional Engineers and National Society of Cost Accountants 


1309 Liberty Bank Building Dallas 1, Texas 











The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Re ports—Appraisals 


Consulting Engineering 
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FREE ENTERPRISE, 


See also Competition. ; 

Attack on, as attack on national security, 
757. 

Education of employees about, 176. 


FUEL, 


Natural gas, question of driving out of fuel 
market, 216. 
Rising trend of fuel and labor costs, 108. 


GAS, 


Bank loans to operating companies, 678. 

Chart showing indexes of utility gas sales, 
312. 

Charts showing monthly gas sales, 572. 

Driving natural gas out of fuel market, 216. 

Expansion plans of industry, 371. 

Financial yardstick ratios for gas and elec- 
tric utilities, 46. 

Gas-electric utility efficiency record, 379. 

Gas men and FPC curbs, 563. 

Industry in 1946, 118. 

Lease of pipe lines, 39. 

One hundred years of service in Charleston, 
446. 


Regulation of production-gathering, by Fed- 
eral Power Commission, 622. ; 

Research and promotional plan of industry, 
181 


Rizley Bill to restrict jurisdiction over gas, 
432, 636 

Utility picture at state capitals for 1947, 95. 

War secrets aid gas fuels, 564. 


GOVERNMENT, 


See also Public Ownership. 

Attack on private industry as attack on na- 
tional security, 757. 

Bonneville power and labor, 575. 

Britain’s nationalization growing pains, 228. 

Competition with private industry, 738. 

National power program wanted, 732. 

Regulation by competition, failure of, 597. 


GREAT BRITAIN, 


Nationalization growing pains, 228. 


HEAT PUMP, 


Heat pump—expanded development of elec- 
tric refrigeration cycle, 770, 794 

Load-building possibilities, 242. 

The heat pump paradox, 531. 


HOLDING COMPANIES, 


More rapid tempo in integration, 44. 
New developments, 109. 
Summary of integration progress, 703. 
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HYDROELECTRIC POWER, 
See also Electricity. 
Krug’s 20-year plan, 303. 
Projects face heavy cuts, 563. 
INDUSTRY, 
Attack on free enterprise as attack on na- 
tional security, 757. 
Chart showing industrial use of electric 
energy, 47. 
Chemurgy program for power, 766. 
Community development, how to foster, 550. 
National labor relations policy, 3. 
Younger men needed for leadership, 729. 


INVENTORS, 
Aftermath and side lights to invention of 
telephone, 427. 
Inquisitive Thomas Edison, 135. 
New Yorker visits Edison’s laboratory, 251. 
Philosophy of Thomas Edison, 201. 
Side lights on career of Alexander Graham 
Bell, 333. 
Side lights on Edison, 246. 
INVESTMENT, 
Appraisal of utility stocks, 834. 
Chart showing operations of major privately 
owned electric utilities, 174. 
Desirability of power and light securities, 
746. 
Long-term investment problems, 438. 
Whether regulation can make utility invest- 
ment attractive, 536, 615. 


INVESTORS, 
Effect of plant write-offs on, 85. 


LABOR, 
Antidiscrimination trend in state legislatures, 


489. 

Arbitration to avoid strikes, 80. 

Bonneville power and labor, 575. 

Busy lines on the labor rialto, 307. 

Chart showing indexes of wage rates in elec- 
tric industry, 145. 

Communications industry eyes labor reform 
measures, 41. 

Do workers understand industrial peace, 342. 

Education of employees about free enter- 
prise, 176. 

Electric light and power wage structure, 143. 

Employees’ magazine promotes  utility’s 
growth plans, 113. 

Handbook for employees can supply fund of 
utility facts, 647. 

Merit ratings for utilities, under unemploy- 
ment compensation laws, 364. 

National policy in essential industries, 3. 

New trends stem from telephone strike, 700. 

No strikes for utilities, 687. 

One strike on phone union, 374. 

Pittsburgh power strike, 89 

Proposals to Congress, 38, 103. 

Public utility outlook for 1947, 12. 

Quiz Kids of gas company’s switchboard, 73. 
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LABOR—continued 


Red-hot wires in Manhattan, 308. 
Regulatory licensing to curb utility strikes, 
78 


Rising trend of fuel and labor costs, 108. 

Should state commissions regulate utility la- 
bor, 352. 

State laws on utility strikes, 34. 

Telegraph workers’ wages increased, 500. 

Telephone strike, 240, 434, 

Telling employees of aaae affairs, 50. 

Utility labor bills in state capitals, 95, 276. 


LAWYERS, 
Utility lawyer asks for help, 210. 


LEGISLATION, 


Battle over reclamation, 697. 

Merit ratings for utilities, under unemploy- 
ment compensation laws, 364. 

New taxes for utilities, 555. 

Public utility outlook for 1947, 12. 

REA telephone bill pops up again, 499. 

Rizley proposal to curb Federal Power Com- 
mission, 432, 636. 

Senate to study amendment bill, 637. 

State laws on utility strikes, 34. 

State, utility picture for 1947, 95. 

Utility labor bills in state capitals, 276. 

Whether economy is a legislative act, 634. 


LICENSES, 
~ wed licensing to curb utility strikes, 
78. 


LIGHTING, 
Role of planned lighting, 751. 


LITIGATION, 
Utility lawyer asks for help, 210. 


LOBBYING, 
Lobby day in Washington, 635. 
Reports to Congress and appearance before 
committees by government officials, 282. 


MAPS, 


Number of farm telephones in the United 
States shown on map, 409-411. 
Use in company reports, 629. 


MOTOR CARRIERS, 


Moving the masses in the city of tomorrow, 
399, 473. 
Utility picture at state capitals for 1947, 95. 


MUNICIPAL PLANTS, 
Public competition with private industry, 738. 
NATIONAL DEFENSE, 
Attack on free enterprise as attack on na- 
tional security, 757. 


NATURAL GAS, 
See Gas. 


NEBRASKA, 
Public power state, 357, 419, 483. 


NEWSPAPERS, 
— publishes paper for farm customers, 


NORTH AMERICAN LIGHT & POWER 
COMPANY, 
Issue over common stock, 642. 
Settlement with common stockholders, 375. 
NORTHERN STATES POWER COM- 
PANY, 
New plans for integration, 243. 
PERSONNEL, 
See also Labor. 
Training the trainers, 152. 
Younger men needed for leadership, 729. 
PIGEONS, 
On the wires, 157. 


PIPE LINES, 


FPC to look at Inch deal, 305. 
Lame duck ghost reports, 496. 


PITTSBURGH, 
Power strike in, 89. 


PORTAL SUITS, 
Portal-to-portal suits may stay in closet, 373. 


PREFERRED STOCK, 
Preferred stock “stubs,” 569. 


PRIORITIES, 
Telephone priorities off control list, 106. 


PRIVATE ENTERPRISE, 
American way of life, 69. 


PROPAGANDA, 


Reports to Congress and appearance before 
committees by government officials, 282. 


PROSPECTUS, 
Improving the prospectus, 437. 
Recent prospectuses include essential share 
figures, 571. 


PUBLIC OWNERSHIP, 
See also Government. 
Britain’s nationalization growing pains, 228. 
Foreign taxation of publicly owned utilities, 
413. 


Increasing sentiment against, 250. 

Krug’s 20-year plan, 303. 

More public power for private utility distri- 
bution, 511 

—— the public power state, 357, 419, 
4 


Proposed for Western Union, 167. 
Table showing new Federal generating ca- 
pacity needed in Northwest to 1953, 369. 
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PUBLIC RELATIONS, 

American way of life, 69. 

Booklet to arouse employee pride of organi- 
zation, 296. 

Community development, how to foster, 550. 

Customers have ideas, too, 671. 

Magazine and radio advertising by electric 
companies, 48. 

a 4 education aids community relations, 
11 


Training the trainers, 152. 

Utility lawyer asks for help, 210. 

Utility publishes paper for farm customers, 
179 


What people think about their electric com- 
pany, 313. ; 
When a car company needs friends, 823. 


PUBLIC UTILITIES, 
Britain’s nationalization growing pains, 228. 
Competition by government, 738. 
Construction program for 1947, 242. 
Customers have ideas, too, 671. 
Foreign taxation of publicly owned utilities, 


Intensive selling urged at EEI annual sales 
conference, 707. 

Items of interest in President’s budget, 181. 

Magazine and radio advertising by electric 
companies, 48. 

Merit ratings for utilities, 364. 

Regulation by competition, failure of, 597. 

Rising trend of fuel and labor costs, 108. 

7 education aids community relations, 
115. 

State capitals, utility picture at, for 1947, 95. 

Strikes, state laws on, 34 

Surplus property opportunities, 166. 

Taxes for, new, 555. 

Training the trainers, 152. 

Utility lawyer asks for help, 210. 

Washington outlook for 1947, 12. 

Whether regulation can make utility invest- 
ment attractive, 536, 615. 


QUIZ KIDS, 
Of gas company’s switchboard, 73. 


RADIO, 
Telephone common carrier for, 607. 
“Wired radio” experiments OK’d by FCC, 
170. 


RADIOTELEPHONE, 
Licenses stay on short terms, 43. 


RAILROADS, 
Wreck-proof trains, 24. 


RATE BASE, 
Live depreciation questions, 663. 
Vanishing rate base no idle dream, 506. 
Whether regulation can make utility invest- 
ment attractive, 536, 615 
Why is a rate base, 811. 


RATES, 


FCC eyes Bell toll cut, 306. 

Functions of rate engineer, 818. 

Necessity of finding rate base, 811. 

Planning a rate case, 638. 

Return for “sheltered” utility, 309. 

Telephone, increases, 42, 105, 169, 241, 567. 

Toll rate cut proposals, 374. 

Vanishing rate base no idle dream, 506. 

Western Union rates, 43, 105. 

Whether regulation can make utility invest- 
ment attractive, 536, 615. 


RECESSION, 


At the crossroads—prosperity or recession, 
640 


RECLAMATION, 


Battle that never was, 697. 

Congressional control over reclamation pol- 
icy and financing, 465. 

Self-support for reclamation, 498. 


RECORDING, 


Telephone recording huddle, 499. 


REFRIGERATION, 


Heat pump—expanded development of elec- 
tric refrigeration cycle, 770. 


REGULATION, 


Failure of competition in, 597. 

New regulatory standards, 433. 

Should state commissions regulate utility la- 
bor regulations, 352. 

Washington utility outlook for 1947, 12. 


REPORTS, 


Annual company report, 629. 


RESERVES, 


Buried gas reserves, 692. 
Live depreciation questions, 663. 


RETURN, 


Fair return for “sheltered” utility, 309. 

Necessity of finding rate base, 811. 

Table showing capacity, output, rate base, 
and rate of return for electric utility com- 
panies, 88. 

Whether regulation can make utility invest- 
ment attractive, 536, 615. 


REVENUES, 


Chart showing operations of major privately 
owned electric utilities, 174. 

Chart showing source and disposition of 
electric operating revenues, 245, 505. 

Return for “sheltered” utility, 309. 

TVA earnings, 172. 

Western Union earnings, 436. 


RURAL ELECTRIFICATION, 
Ambitious campaign to win small town-rural 


market, 175. i 
Farm development clinic, 441. 





vf 





PUBLIC UTILITIES FORTNIGHTLY INDEX 


RURAL ELECTRIFICATION—continued 
Protests against cuts in funds, 709. 
Public utility outlook for 1947, 12. 
Race to capture farm power market, 221. 
Scare for REA, 102. 
Utility picture at state capitals for 1947, 95. 


SAFETY, 
Novel method of education aids community 
relations, 115. 
Wreck-proof trains, 24. 


SECURITIES, 
Accounting policies, importance of, 569. 
Analyses of utilities securities by 
Street houses, 706, 787. 
Analyses of utility securities, 439, 502. 
Appraisal of utility stocks, 834. 
—> crossroads—prosperity or recession, 
0 


Wall 


Chart showing new securities offered, 111. 

Democracy for the stockholders, 380. 

Improving the prospectus, 437. 

Long-term investment problems, 438. 

North American Light & Power Company 
program, 375. 

North American Light & Power Company 
recapitalization, 243. 

North American Light & Power—issue over 
common stock, 642. 

Operating company bank loans, 678. 

Power and light securities, desirability from 
large institutional investor’s standpoint, 
746. 

Preferred stock “stubs,” 569. 

Public utility offerings in first quarter of 
1947, 571. 

Public utility security offerings in fourth 
quarter of 1946, 110. 

Summary of holding company integration 
progress, 703. 

Table showing effect of write-offs, 87. 

Utility analyses by Wall Street firms, 171. 

Utility analyses for Wall Street firms, 310. 

Wall Street analyses of utility securities, 44, 
377. 

Whether regulation can make utility invest- 
ment attractive, 536, 615. 


SERVICE, 

Shortages and the obligation to serve, 267. 
SHORTAGES, 

Obligation to serve during, 267. 
SLANDER, 


Commission of crime by telephone, 543. 


SOUTHWESTERN POWER ADMINIS- 
TRATION, 
Offer by privately owned utilities to distrib- 
ute cheap power, 430, 443 
STATES, 
ae trend in state legislatures, 
9, 


STATES—continued 


Federal and state telephone regulation, 435. 

New taxes for utilities, 555. 

Should state commissions regulate utility la- 
bor regulations, 352. 

State laws on utility strikes, 34. 

Utility labor bills in state capitals, 276. 

ae picture at state capitals for 1947, 


STEAM POWER, 
See Electricity. 


STORAGE, 
Buried gas reserves, 692. 


STREET LIGHTING, 


Challenge of street lighting to electric utili- 
ties, 480. 


STREET RAILWAYS, 


Moving the masses in the city of tomorrow, 
399, 4 


STRIKES, 
See also Labor. 
State laws on utility strikes, 34. 
Two states get tough, 701. 


TABLES, 


Comparative income statement, hypothetical 
private and municipal operations, 744. 
Estimated value of assets of North American 

Light & Power Company, 376. 
Farms with and without telephones accord- 
- to census data and company estimates, 


Financial yardstick ratios for gas and elec- 
tric utilities, 46. 

New Federal generating capacity needed in 
Northwest to 1953, 369 

Public utility offerings in first quarter of 
1947, 571 

Public utility security offerings in fourth 
quarter of 1946, 110. 

State legislatures convening in 1947, 101. 

Wage rates for selected occupations in elec- 
tric industry, 147. 

Write-offs, companies affected by, 88. 

Write-offs, effect on utility investors, 87. 


TAXES, 

Do foreign co-ops pay taxes, 290. 

Excise taxes stay indefinitely, 239. 

Foreign taxation of publicly owned utilities, 
413. 

New taxes for utilities, 555. 

No slash in, expected in Congress, 168. 

Opposition to tax exemption of codperatives, 
830. 


Payroll tax reduction proposals, 364. 
Phone tax plea, 501. 
Utility picture at state capitals for 1947, 95. 
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TELEGRAPH, 
Break for Western Union, 500. 
Death sentence for Western Union, 702. 
Public ownership proposed for Western 
Union, 167. 
Red-hot wires in Manhattan, 308. 
Western Union down but not out, 239. 
Western Union earnings, 436. 
Western Union rates, 43, 105. 


TELEPHONES, 
Aftermath and side lights to invention of 
telephone, 427 
AT&T annual report sounds careful note, 
72 


Bell System’s growth noted on anniversary, 
372. 


Booklet to arouse employee pride of organi- 
zation, 296. 

Coaxial highway up Mount Wilson, 607. 

Communications industry eyes labor reform 
measures, 41. 

Con men invade phone field, 501. 

Crime commission by telephone, 543. 

Farms with and without telephones accord- 
ing to census data and company estimates, 

Farm telephony, 406, 499. 

FCC eyes Bell toll cut, 306. 

Federal and state telephone regulation, 435. 

Murder by telephone, 543 

New trends stem from strike, 700. 

Number of farm telephones in the United 
States shown on maps, 

Pests I have known, 159. 

Phone tax plea, 501. 

Plight of the telephone companies, 376. 

Priorities off control list, 106. 

Push-button telephony coming, 568 

— proposals, 42, 105, 169, 241, 


Rural telephones, 499, 639. 

Shortages and the obligation to serve, 267. 

Side lights on career of Alexander Graham 
Bell, 333. 

Strike threat nears deadline date, 434. 

Telephone neuroses noted, 568. 

Telephone recording huddle, 499. 

Toll rate cut proposals, 374. 

USITA executives meet, 637. 
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TELEVISION, 
Telephone common carrier for, 607. 
TENNESSEE VALLEY AUTHORITY, 
Accounting matters, 565. 
Earnings of project, 172. 
TRAINS, 
Wreck-proof trains, 24. 


TRANSMISSION, 
Control of birds that can cause power fail- 
ure, 157. 


TRANSPORTATION, 
Moving the masses in the city of tomorrow, 


399, 473. 
When a car company needs friends, 823. 


UNEMPLOYMENT COMPENSATION, 
Payroll tax reduction proposals, 364. 


UNIONS, 
See Labor. 


UNITED STATES INDEPENDENT 


TELEPHONE ASSOCIATION, 
Executives’ conference in Chicago, 637. 


WAGES, 


See also Labor. 

Electric light and power wage structure, 143. 

Table showing average hourly wage rates 
for selected occupations in electric indus- 
try, 147. 


WAR, 
War secrets aid gas fuels, 564. 


WAR ASSETS ADMINISTRATION, 
Lame duck ghost reports, 496. 


WASHINGTON, 
Public utility outlook for 1947, 12. 


WIRES, 
Control of birds that can cause power failure, 
157. 
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THIS PROGRAM is announced with full ap- 
preciation of present load conditions. It is, 
however, basically a long-range program 
—a program in which much preliminary 
work must be done and much experience 
gained before its results will be seen. And 
it is @ program which, by creating better 
load factors on farm lines without appreci- 
ably increasing peak loads, will help rural 
distribution systems pay their way. 





ER TO THE AMERICAN FARMER 


For further information contact your local G-E 
representative or write to Apparatus Dept., 
General Electric, Schenectady 5, N.Y. 


GENERAL 


As a part of the More Power to America pro- 
gram, General Electric is inaugurating a new 
series of programs—*‘More Power to the 
American Farmer.”’ 

These presentations are designed to show 
farm families how, when, and where they 
can use electricity to increase production, 
earn greater profits, reduce drudgery, and 
improve living conditions. 

Information on modern, electrically pow- 
ered farm helpers such as barn-hay curin 
systems, de-icers, stock waterers, farm weld- 
ers, water systems, brooders, soil-heating 
equipment, and irrigation equipment will be 
included as well as many electric appliances 
that add to the comfort of the farm home. 

Backing these programs will be G-E farm 
specialists and a large-scale distributor- 
dealer organization. They will work with farm 
electrification leaders to fully inform farmers 
on labor-saving, money-making methods. 


WATCH FOR LOCAL ANNOUNCEMENTS — 


Regional and local meetings are now being 
held to explain the long-range objectives 
and far-reaching possibilities of the More 
Power to the American Farmer program. A. 
full-color, sound motion picture presents the 
over-all plans. Details are thoroughly dis- 
cussed. Two packaged presentations, includ- © 
ing a film and manual, on Farm Wiring and 
on Running Water for the Farm are already 
available for showings to farm audiences. 


ELECTRIC 


301-133E 
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